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TITLE 3—THE PRESIDENT 

EXECUTIVE ORDER 10788 

Suspension or Compliance With Certain 
Rtuctort Provisions Relating to 
^ oYinarr xw tux Canal Zonk 

By virtue of the authority vested In me 
oy section 202 of the Department of 
Commerce and Related Agencies Appro- 
prtaUon Act. 1059 (72 Stat. 236). and sec- 
tion 607 of the Department of Defense 
Appropriation Act. 1959 <72 Stat 724) 
adaUns to certain kinds of employment 
hi the Canal Zone, and deeming such 
whips* to be in the public interest, I 
Hereby suspend, from and including the 
tffectivc dates of those acts, compliance 
with the provisions of the designated sec- 
cniv Provided, that this suspension 
Miall not be construed to affect the pro- 
»ision.-, of such sections relating to the 
sxamint of compensation that may be re- 

r*!™ *7 pcrsons employed In skilled, 
technical, clerical, administrative, excc- 
ouve ° r supervisory poslUons on the Ca- 
P 41 Zone directly or Indirectly by any 
branch of the United States Government 
J* corporation or company the 
«ocs of which is owned wholly or In part 
* Ule Un it*d States Government. 

Dwxcirr D. Eisenhower 
Thi Whitx House, 

November 14,1958 . 

p R IX>c. &S~0&6t; Plied, Nov. 14, 1968; 

11:50 a. m.J 


EXECUTIVE ORDER 10789 

Ac ** ctES or TOE Govern* 
ivr a,^ Ex " cm, = Certain Contract- 
SZAETSI lN Connection With 
Bcu kl «^ P mam Unctions and Pre- 
Euarm ^CWLATIONS GOVERNING TOE 
MctSE op Such Authority 

tr.^bv ,° f , the * uth °rity vested In 
S7'- hf ' .“ C J, or Aufrust 23.1958. 72 Stat. 
Prel>^ to ^ fter “ llcd the act. and as 
rS Jf i° f ““ United States, and In 
national emergency 
Dccenui b> ,„ ProclamaUon No. 2914 of 
*uch T-.f 16 ' l ® 50, nnd deeming tliat 
S^ Ct n.T U national 

b Merely ordered as follows: 


Part I—Department or Detensb 

Under such regulations, which shall be 
uniform to the extent practicable, as may 
be prescribed or approved by the Secre¬ 
tary of Defense: 

1. The Department of Defense is au¬ 
thorized. within the limits of the 
amounts appropriated and the contract 
authorization provided therefor, to enter 
into contracts and into amendments or 
modifications of contracts heretofore or 
hereafter made, and to make advance 
payments tliereon. without regard to the 
provisions of law relating to the making, 
performance, amendment, or modifica¬ 
tion of contracts, whenever, in the Judg¬ 
ment of the Secretary of Defense, the 
Secretary of the Army, the Secretary of 
the Navy, or the Secretary of the Air 
Force, or the duly authorized represent¬ 
ative of any such Secretary, the national 
defense will be facilitated thereby. 

2. The Secretaries of Defense, the 
Army, the Navy, and the Air Ftarce. re¬ 
spectively. may exercise the authority 
herein conferred and. In their discretion 
and by their direction, may delegate such 
authority to any other military or civilian 
officers or officials of their respective 
departments, and may confer upon any 
such military or civilian officers or offi¬ 
cials the power to make further dclcga- 
lions of such authority within their re¬ 
spective commands or organizations: 
Provided, tliat the authority herein con¬ 
ferred shall not be utilized to obligate 
the United States in an amount in ex¬ 
cess of $50,000 without approval by an 
official at or above the level of an Assist¬ 
ant Secretary or his Deputy, or by a de¬ 
partmental Contract Adjustment Board. 

3. The contracts hereby authorized to 
be made shall Include agreements of all 
kinds (whether in the form of letters 
of intent, purchase orders, or otherwise) 
for all types and kinds of property or 
services necessary, appropriate, or con¬ 
venient for the national defense, or for 
the invention, development, or produc¬ 
tion of, or research concerning, any such 
property or services, including, but not 
limited to, aircraft, missiles, buildings, 
vessels, arms, armament, equipment or 
supplies of any kind, or any portion 
thereof, including plans, spare parts and 
equipment therefor, materials, supplies, 
facilities, utilities, machinery, machine 
(Continued On next page) 
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tools, and any other equipment wlttawt 
any restriction of any kind as to typ . 
character, location, or form. 

4. The Department of Defense rn.. | y 
agreement modify or amend e ^ ^ 
claims under contracts ^ere 
hereafter made, may «“****?“£?? 

ments upon such contracts of n:> 
tion of the contract price, and majei^ 
into agreements with co " * l n r f® l „ * ccru «l 

1 Igors modifying or relef^'W 
obligations of any sort ;under 
liquidated damages or Uabil»> ^ ^ 
surety or other bonds. Amr n “ m ; wlth 
modifications of contracts may b ^ 
or without consideration 
utilized to accomplish the same 

asany original cent ract could have aC { 

compli&hed hereunder, brespe 
the time or circumstances of t \ or 

or the form, of the contr ^ ff °?l^odUy- 
modified, or of the am^f ° r of rt) . W s 
ing contract, and irrespective con . 
which may have accrued una 
tract or the amendments or 
tions thereof. 































Saturday, November IS, I95S 

5. Proper records of all actions taken 
under the authority of the act shall be 
maintained within the Department of 
Defe nse. The Secretaries of Defense 
th • Army, the Navy, and the Air Force 
shall moke such records available for 
public inspection except to the extent 
that they, or their duly authorized repre¬ 
sentatives. may respectively deem the 
disclosure of information therein to be 
detrimental to the national security 

6. The Department of Defense shall 

by March 15 of each year, report to the 
Congress all actions taken within that 
department under the authority of the 
act during the preceding calendar year. 
'Vith respect to actions which involve 
actual or potential cost to the United 
Shi es in excess of $50,000. the report 
anal! (except as the disclosure of such 
Info rm at i on may be deemed to be detri¬ 
mental to the national security >_ 

[a» name the contractor; 

(b) state the actual cost or estimated 
potential cost involved; 

<d describe the property or services 

involved; and 

./'ll state further the circumstances 
Justifying the action taken. 

7. There shall be no discrimination In 
nny act performed hereunder against 
»ny person on the ground of race, re- 
14 ion. color, or national origin, and all 

“'tcred into, amended, or 
moaned hereunder shall contain such 
nondiscrimination provision as otherwise 
“;.; > >r he squired by statute or Executive 

8 No claim against the United States 
in« under any purchase or contract 

ths nV uthorlty of the ® ct and 

ider shall be assigned except In ac- 
wllh 010 Assignment of Claims 
Act or 940 <54 Stat 1029). as amended 
w Ac V nnce Payments shall be made 
wm'iy Cr 0lUy Upon obtaining adequate 

£«T contract entered Into. 

ord. r d iu? , ii 0r m ? d,ned Pursuant to this 
^ Con **in a warranty by the 
romractor In substantially the following 

perSf rvf «^ Ct0r wam >nts that no 

Ptert Z 8Rcncy has boon em- 
^ ^ t0 8oUcU or “ouro 

i“r tr^, Up ° n an agreement or un¬ 
sure biuk^/« r “ oonunlsslon. percent- 
; or oontlngcnt fee, except 
^a-fldc employee# or bona-flde estab- 

mair?ta^T rC !i 1 or ** mnK “ancles 

h * . securing business. For 

0 ovcrrmeni 0t h U i 0 | I \, 0f this warr “nty the 
nui sh all have the right to an- 

l'Jtl l )irr».? ntract a1th °ut liability or. In 
ba« nr?r!° n ' ***** from the con- 

*2«^r^vrr° r ,K 0n ? < lf raUon - or oUl or- 
f “ u a ®ount of such 
eoSSS^percentage, brokerage, or 

«i l or m‘odin^ a « te cn ‘<'rcd into, amend- 
UiU orSr .i^rsn^ni to authority of 
feet Ihat .hl^ lncl . udca o^use to the ef- 
fnitrd SuL ComptroQcr Goneral or Uie 
thortert . 108 or any of his duly au- 

^PiroUonof^t^? Uves shal, ‘ Untu thc 
den? three years after final pay- 

Sl£* V * “S? 53 J? nnd th * rlgh P t fo 

‘ , °ouments , ^" rect,y Port'nent books, 
oouiractor nr pers> . and records of the 

*“»aged in the'nLf ®nbcontractors 
trie performance of, and in- 
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volving transactions related to, such 
contracts or subcontracts. 

12. Nothing herein contained shall be 
construed to constitute authorization 
hereunder for— 

<a) the use of the cost-plus-a-pcr- 
centaKC-of-cost system of contracting; 

<b> any contract in violation of exist¬ 
ing law relating to limitation of profits 
or fees; 

<c> thc negotiation of purchase# or or 
contracts for property or services re¬ 
quired by law to be procured by formal 
advertising and competitive bidding; 

<d> the waiver of any bid. payment, 
performance, or other bond required by 
law; 

(e) thc amendment of a contract ne¬ 
gotiated under section 2304 (a> (15) of 
title 10 of the United States Code to in¬ 
crease the contract price to an amount 
higher than the lowest rejected bid of 
any responsible bidder; or 

<r> the formalization of an informal 
commitment, unless the Secretary of 
Defense, the Secretary of thc Army, the 
Secretary of the Navy, or the Secretary 
of the Air Force, or the duly authorized 
representative of any such Secretary 
finds that at the time the commitment 
was made it was impracticable to use 
normal procurement procedures. 

13. The provisions of thc Walsh-IIealey 
Act (49 Stat. 2036). as amended, thc 
Davis-Bacon Act (49 Stat. 1011), as 
amended, the Copelund Act (48 Stat 
948), as amended, and thc Eight Hour 
Law (37 Stat. 137), as amended, if other¬ 
wise applicable, shall apply to contracts 
made and performed under the authority 
of this order. 

14 Nothing herein contained shall 
prejudice anything heretofore done un¬ 
der Executive Order No. 9001 of Decem- 
^27 1941, or Executive Order No. 
10210 of February 2.1051, or any amend¬ 
ments or extensions thereof, or the con¬ 
tinuance in force of an action heretofore 
taken under those orders or any amend¬ 
ments or extensions thereof. 

15. Nothing herein contained shall 
prejudice any other authority which the 
Department of Defense may have to 
enter into, amend, or modify contracts 
and to make advance payments. 

Part H—Extension of Provisions of 
Paragraphs 1-14 


21 Subject to the limitations and 
regulation# contained in paragraph# l to 


8S99 

14. Inclusive, hereof, and under any regu¬ 
lations prescribed by him in pursuance or 
the provisions of paragraph 22 hereof 
thc head of each of the following-named 
agencies Is authorised to perform or ex¬ 
ercise as to his agency, independently of 
any Secretary referred to in the said 
paragraphs 1 to 14, all the functions 
and authority vested by those para¬ 
graph# in the Secretaries mentioned 
therein: 

Department of the Treasury 
Department of the Interior 
Department of Agriculture 
Department of Commerce 
Atomic Energy Commission 
Oenoral Service# Administration 

Office of civil and Defense Mobillza- 
tion 

National Aeronautics and Space Ad¬ 
ministration 
Federal Aviation Agency 
Tennessee Valley Authority 
Government Printing Office 

22. The head of each agency named In 
paragraph 21 hereof ts authorized to pre¬ 
scribe regulations governing the carry¬ 
ing out of the functions and authority 
vested with respect to his agency by the 
provisions of paragraph 21 hereof. Such 
regulations shall, to the extent practi¬ 
cable. be uniform with the regulations 
prescribed or approved by the Secretary 
of Defense under the provisions of Part 
I of this order. 

23. Nothing contained herein shall 
prejudice any other authority which any 
agency named in paragraph 21 hereof 
may have to enter into, amend, or modify 
contracts and to make advance pay¬ 
ments. 

- 24. Nothing contained In this Part 

shall constitute authorization there¬ 
under for the amendment of a contract 
negotiated under section 302 <c) (14) of 
Uie Federal Property and Administrative 
Services Act of 1949 <63 Stat. 394 >. as 
amended by section 2 (b) of the act of 
August 28, 1958. 72 Stat. 966. to increase 
the contract price to an amount higher 
than the lowest rejected bid of any 
responsible bidder. 

Dwight D. Eisenhower 
The White House. 

November 14.1958. 

|P. R. Doc. 58-9562; Filed. Nov. 14. 1958; 

11:50 a, m | 


RULES AND REGULATIONS 


TITLE 5—ADMINISTRATIVE 
PERSONNEL 

Chapter I—Civil Service Commission 

Part 6—Exceptions From the 
Competitive Service 

department of health.-education. 
and welfare 


Effective upon publication in the Fed¬ 
eral Register, subparagraph (13) of 
8 6.314 <a» is amended to read as set out 
below. 


I 6.314 Department of Health. Edu¬ 
cation, and Welfare—( a) Office of the 
Secretary . • • • 

< 13) One Confidential Assistant to the 
Under Secretary. 

23 siat - 

United States Civil Service 
Commission. 

[seal] Wit C. Hull, 

Executive Assistant. 

|F. R. Doc. 68-9485: Filed, Nov. 14. 1958; 
8:46 a. m.| 
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RULES AND REGULATIONS 


Part 6—Exceptions From the 
Competitive Service 

GENERAL SERVICES ADMINISTRATION 

EiTective upon publication In the Fed- 
ERAL Register, subparagraph (3> of 
g 6.333 (a) is revoked. 

(U 8. 1763, »ec. 2. 22 Stat. 403. M amended; 
6 U. 8. C. 631. 633) 

United States Civil Serv¬ 
ice Commission, 

[seal! Wm. C. Hull. 

Executive Assistant . 

rp. n. Doc. 56-0489; Piled. Nor. 14. 1966; 
8.47 A. m.| 


TITLE 7—agriculture 

Chapter IX—Agricultural Marketing 
Service (Marketing Agreements and 
Orders), Department of Agriculture 

(Navel Orange Reg. 1421 

Part 914—Navel v Oranges Grown in 
Arizona and Designated Part of 
California 

limitation of handling 


Part 29—Retirement 

REEMPLOYMENT OF ANNUITANTS 

Section 29.18 (c) is amended as set 
out below. 

5 29.18 Reemployment of annuitants. 

0 • • 

(c) This paragraph shall apply to 
each annuitant (1» who retired for dis¬ 
ability and is found before reaching age 
60 to be recovered or restored to earning 
capacity, or (2) whose annuity is based 
on involuntary separation for reasons 
other than age or misconduct or delin¬ 
quency. If such annuitant becomes em¬ 
ployed on or after October 1, 1956 in an 
appointive or elective position wherein 
he is not excluded from retirement cov¬ 
erage by statute or by S 29.2. (i) his an¬ 
nuity shall be terminated at the end of 
the month preceding the month in which 
he becomes employed, <U> retirement 
deductions shall be made from his salary, 
and (iti) his future annuity rights shall 
be determined under the law in effect at 
the date of his subsequent separation. If 
such annuitant becomes employed on or 
after October 1.1956. and before Novem¬ 
ber 15. 1958. in an appointive or elective 
position wherein he is excluded from re¬ 
tirement coverage by statute or by § 29.2 
(a) his annuity shall be suspended from 
the first day of the month in which he 
becomes employed, lb) no retirement 
deductions shall be made from his 
salary, and <c) his 'annuity shall be re¬ 
sumed at the same rate from the first 
day of the month after the month in 
which his subsequent separation occurs. 
If such annuitant becomes employed on 
or after November 15, 1958, in an ap¬ 
pointive or elective position wherein he 
is excluded from retirement coverage by 
statute or by 129.2. <I) his annuity 
shall not be suspended, (2) no retire¬ 
ment deductions shall be made from his 
salary, and (3) there shall be deducted 
from his salary, except for lump-sum 
leave purposes, an amount equal to the 
annuity allocable to the period of actual 
employment. 

(Sec. 16, 70 Stat. 768; 5 U. S. 0.2266) 


United States Civil Serv¬ 
ice Commission. 

[seal! Wm. C. Hull. 

Executive Assistant . 

IF. R. Doc. 68-8526; Filed, Nor. 14. 1958; 
9:11 a. m l 


§ 914.442 Navel Orange Regulation 
142—in' Findings. (1) Pursuant to the 
marketing agreement, as amended, and 
Order No. 14, ns amended (7 CFR Part 
914), regulating the handling of navel 
oranges grown in Arizona and designated 
port of California, effective under the 
applicable provisions of the Agricultural 
Marketing Agreement Act of 1937. as 
amended (7 U. S. C. 601 ct seq.: 68 Stat. 
906, 1047), ancPupon the basis of the 
recommendation and information sub¬ 
mitted by the Navel Orange Administra¬ 
tive Committee, established under the 
said amended marketing agreement and 
order, and upon other available informa¬ 
tion. it is hereby found that the limita¬ 
tion of handling of such navel oranges as 
hereinafter provided will tend to effec¬ 
tuate the declared policy of the act. 

<2) It is hereby further found that it 
is Impracticable and contrary to the pub¬ 
lic interest to give preliminary notice, 
engage in public rule-making procedure, 
and postpone the effective date of this 
section until 30 days after publication 
hereof in the Federal Register (60 Stat. 
237; 5 U. S. C. 1001 ct seq.) because the 
time intervening between the date when 
information upon which this section is 
based became available and the time 
when this section must become effective 
in order to effectuate the declared policy 
of the act is insufficient, and a reason¬ 
able time is permitted, under the cir¬ 
cumstances, for preparation for such ef¬ 
fective time; and good cause exists for 
making the provisions hereof effective 
as hereinafter set forth. The Committee 
held an open meeting during the current 
week, after giving due notice thereof, to 
consider supply and market conditions 
for navel orangey and the need for regu¬ 
lation; interested persons were afforded 
an opportunity to submit information 
and views at this meeting; the recom¬ 
mendation and supporting Information 
for regulation during the period specified 
herein were promptly submitted to the 
Department after such meeting was held; 
the provisions of this section, including 
its effective time, are identical with the 
aforesaid recommendation of the com¬ 
mittee, and information concerning such 
provisions and effective time has been 
disseminated among handlers of such 
navel oranges; it is necessary. In order 
to effectuate the declared policy of the 
act. to make this section effective during 
the period herein specified: and compli¬ 
ance with this section will not require 
any special preparation on the part of 
persons subject hereto which cannot be 
completed on or before the effective date 
hereof. Such committee meeting was 
nn Nnvpmhpr 13. 1958. 


(b) Order . (1) The respective quanti¬ 
ties of navel oranges grown in Arizona 
and designated part of California which 
may be handled during the period begin¬ 
ning at 12:01 a. m., P. s. t., November 1C, 
1958, and ending at 12:01 a, m., P. s. t.. 
November 23, 1958, arc hereby fixed as 
follows: 

0 > District 1: 739.200 cartons: 

(fi) District 2: Unlimited movement: 
(ill) District 3: Unlimited movement; 
(iv) District 4: Unlimited movement. 

(2) All navel oranges handled during 
the period specified in this section arc 
subject also to all applicable size restric¬ 
tions which are in effect pursuant to this 
part during such period. 

(3) As used In this section, •'handled, 
•"District 1/* “District 2" “District 3 
•‘District 4.° and “carton" have the same 
meaning as when used in said amended 
marketing agreement and order. 


(Sec. 5, 49 Stat. 863, aa amended; 7 U. S. C. 
608c) 

Dated: November 14.1958. 

(seal! S. R. Smith. 

Director , Fruit and Vegetable 
Division , Agricultural Mar¬ 
keting Service. 

IF. R. Doc. 68-0560: Filed. No?. 14. 1358; 
11:30 a.m.l 


(Orange Reg. 3481 

Part 933— Oranges. Grapefruit. Tan¬ 
gerines, and Tancelos Grown IN 
Florida 

LIMITATION Or SHIPMENTS 

g 933.929 Orange Regulation 
Findings . (1) Pursuant to the market¬ 

ing agreement, as amended, and Order 
No. 33, as amended <7 CFR Part I* 33 ’’ 
regulating the handling of oranges, 
grapefruit, tangerines, and tanf;eiO 
grown in Florida, effective under the 
applicable provisions of the Agricultural 
Marketing Agreement Act of 1937, as 
amended (7 U. S. C. 601 et scq.>. ■ 
upon the basis of the recommendations 
of the committees established under Uu 
aforesaid amended marketing agree¬ 
ment and order, and upon other avail¬ 
able information, it Is hereby found that 
the limitation of shipments of 
except Temple oranges, as herelfolter 
provided, will tend to effectuate the de¬ 
clared policy of the act. 

<2» It is hereby further found that 
it is impracticable and contrary to th 
public interest to give preliminar> * 
tlce. engage in public Sat; 

cedure. and postpone the effective data 
of this section until 30 days after t-u _ 
ilcation thereof in the FtoERst. Regis 
( 60 Stat. 237: 6 D. 8. C. 1001 et ®eg ‘ 
because the time intervening «***”? 
the date when information upon whlcn 
this section la based became *^“4 
and the time when this * ccU ?“ ® w 
become effective in order to cC^c 
the declared policy of the act 1* 
clent; a reasonable ttme Is perm ■ 
unHoi* th<> circumstances. for v * 







Saturday, November 15, 1953 

tion for such effective time; and good 
cause exists for making the provisions 
hern .f effective as hereinafter set 
forth. Shipments of oranges, except 
Temple oranges, grown in the produc¬ 
tion area, are presently subject to 
regulation by grades and sizes, pursu¬ 
ant f o the amended marketing agree¬ 
ment and order; the recommendation 
and supporting information for reg¬ 
ular n during the period specified 
here, a were promptly submitted to 
the I partment after an open meeting of 
the Growers Administrative Committee 
on November 11, 1958. such meeting was 
held to consider recommendations for 
regulation, after giving due notice of 
inch meeting, and interested persons 
were u Horded an opportunity to submit 
their views at this meeting; the provi¬ 
der of this section, including the effec¬ 
tive time hereof, arc identical with the 
aforesaid recommendation of the com¬ 
mutes and information concerning such 
Provisions and effective time has been 
disseminated among handlers of such 
oranges; it Is necessary. In order to 
effectuate the declared policy of the act, 
to make this section effective during the 
period hereinafter set forth so as to 
provide for the continued regulation of 
the handling of oranges, except Temple 
wanpes, and compliance with this sec¬ 
tion will not require any special prepara¬ 
tion on the part of the persons subject 
thereto which cannot be completed by 
the eff.-ctive time hereof. 

Order, <n Terms used in the 
•Wended marketing agreement and 
order 'ihafl, when used herein, have the 
wune meaning as is given to the rcspcc- 
•IL Urm 10 amended marketing 
agreement and order; and terms relating 
diameter, standard pack, and 
jutnaird bo X M used hcrein shall have 

1 nlf me meanlng as k ffiven to the re- 
Protive term In the amended United 
Sf* standards for Florida Oranges 
«»«■»“• to 5l - U86 ot 

IJurinK the period beginning at 
.nrt ., 11 m ' ®* *• *- November 17. 1958. 

81 * 201 *• m • c *• ‘ Decem- 
S ni!? 8 '. 1 ? 0 handler shall ship between 
iiru 1 ^' 1101 on arca and any point out- 
to the continental United 
,,7 B - Canada, 0 f Mexico: 

L„ 0r8n , Res - cxce Pt Temple 

Krown *n the production nrea. 

Bfonw o, 001 gr0dC Rt least U ‘ 8 No - 1 
oranges, except Temple 
•btc/ K 0 7 n hi the production area, 
loth,; “ n re ° f 8 te s«*Uer than 2 >i„ 
Wee a V lSUatter ' cxct ‘Pt that a toler- 
nmik-r ', .^' rcent - by count, of oranges 
ihaii b P rahtlmum diameter 

kap&h^i i^ Wed, ^ rhlch tolerance shall 
Uotufn^.l accordance with the provl- 
feeifli.i .h 1 ® "PPhcaUon of tolerances, 
ht® amended United States 
telos . jifs/Oranges and Tan- 
Prorid'^ to . 511186 of this title): 

Percent*™ T I^ t ln determining the 
"ewi' ier?h or ^ nges in ft ny lot which 
«eh r ";‘ _?** n 2 *t* Inches in diameter, 
those o-an?**.* shall be based only on 
k te ?u Be8 , in .sueh lot which are of 
B&aiw ' *• Inches In diameter and 
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Dated: November 12.1958. 

Is** 1 -* 8. R. Smith, 

Director , Fruit and Vegetable 
Division. Agricultural Mar¬ 
keting Service . 

|P. R. Doc. 66-9518; Filed. Nov. 14. 1958; 
9:10 a. m l 


fGrapefruit Reg, 200) 

Part 933— Oranges. Grapefruit, Tan¬ 
gerines. and Tancxlos Grown* in 

Florida 

limitation or shipments 

$ 933.930 Grapefruit Regulation 29 $— 
Ca> Findings. (1> Pursuant to the mar¬ 
keting agreement, as amended, and 
Order No. 33. as amended (7 CFR Part 
933), regulating the handling of oranges, 
grapefruit, tangerines, and tangclos 
grown in Florida, effective under the ap¬ 
plicable provisions of the Agricultural 
Marketing Agreement Act of 1937 . as 
amended (7 U. S. C. 601 et seq.), and 
upon the basis of the recommendations of 
the committees established under the 
aforesaid amended marketing agreement 
and order, and upon other available in¬ 
formation, it is hereby found that the 
limitation of shipments of grapefruit, as 
hereinafter provided, will tend to effec¬ 
tuate the declared policy of the act. 

<2> It is hereby further found that it 
is impracticable and contrary to the pub¬ 
lic interest to give preliminary notice, 
engage in public rule-making procedure, 
and postpone the effective date of this 
section until 30 day« after publication 
thereof in the Federal Register (00 Stat. 
237; 5 U. S. C. 1001 et scq.) because the 
time intervening between the date when 
information upon which this section Is 
based became available and the time 
when this section must become effective 
In order to effectuate the declared policy 
of the act Is insufficient; a reasonable 
time is permitted, under the circum¬ 
stances. for preparation for such effec¬ 
tive time; and good cause exists for 
making the provisions hereof effective as 
hereinafter set forth. Shipments of all 
grapefruit, grown in the production area, 
arc presently subject to regulation by 
grades and sizes, pursuant to the amend¬ 
ed marketing agreement and order; the 
recommendation and supporting infor¬ 
mation for regulation during the period 
specified herein were promptly submitted 
to the Department after an open meet¬ 
ing of the Growers Administrative 
Committee on November 11, 1958, such 
meeting was held to consider recom¬ 
mendations for regulation, after giving 
due notice of such meeting, and Interest¬ 
ed persons were afforded an opportunity 
to submit their views at this meeting; 
the provisions of this section, including 
the effective time hereof, arc identical 
with the aforesaid recommendation of 
the committee, and information con¬ 
cerning such provisions and effective 
time has been disseminated among 
handlers of such grapefruit; It is neces¬ 
sary, ln order to effectuate the declared 


policy of the net, to make this section 
effective during the period hereinafter 
set forth so os to provide for the con¬ 
tinued regulation of the handling of 
grapefruit, and compliance with this 
section will not require any special prep¬ 
aration on the part of the persons sub¬ 
ject thereto which cannot be completed 
by the effective time hereof. 

<b) Order. <1> Terms used In the 
amended marketing agreement and 
order shall, when used herein, have 
the same meaning as is given to the 
respective term in said amended market¬ 
ing agreement and order; and terms re¬ 
lating to grade, diameter, standard pack, 
and standard box. as used herein, shali 
have the same meaning as Js given to 
the respective term ln the United States 
Standards for Florida Grapefruit 
51.750 to51.790 of this title); and the 
term ’ mature** shall have the same 
meaning as set forth in section 601.16 
Florida Statutes. Chapters 26492 and 
28090. known as the Florida Citrus Code 
of 1949. as supplemented by section 
601.17 (Chapters 25149 and 28090) and 
also by section 601.18, as amended June 
2, 1955 (Chapter 29760). 

(2) During the period beginning at 
12:01 a. m . e. s. t.. November 17. 1958. 
and ending at 12:01 a. m., e. s. t., Decem¬ 
ber 1,1958, no handler siiall ship between 
the production arca and any point out¬ 
side thereof in the continental United 
States. Canada, or Mexico: 

(!) Any grapefruit, grown in the pro¬ 
duction area, which are not mature and 
do not grade at least U. S. No. l Bronze; 

(U) Any seeded grapefruit, grown In 
the production area, which are of a size 
smaller than inches in diameter, 
measured midway at a right angle to a 
straight line running from the stem to 
the blossom end of the fruit, except that 
a tolerance of 10 percent, by count, of 
seeded grapefruit smaller than such 
minimum size shall be permitted, which 
tolerance shall be applied in accordance 
with the provisions for the application of 
tolerances, specified In the revised United 
States Standards for Florida Grapefruit 
(55 51.750 to 51.790 of this title); or 
(ill) Any seedless grapefruit, grown In 
the production area, which are smaller 
than 3*10 Inches in diameter, measured 
midway at a right angle to a straight 
line running from the stem to the 
blossom end of the fruit, except that a 
tolerance of 10 percent, by count, of 
seedless grapefruit smaller than such 
minimum size shall be permitted, which 
tolerance shall be applied in accord¬ 
ance with the provisions for the appli¬ 
cation of tolerances, specified in said re¬ 
vised United States Standards for Florida 
Grapefruit. 

(8«c. 5, 49 Stat. 753, aa amended; 7 U. 8. C. 
608c) 


Dated: November 12,1958. 

1 seal 1 s. R. Smith. 

Director. Fruit and Vegetable 
Division . Agricultural Mar¬ 
keting Serxrice. 

IF R. Doc. 58 9519; Fled, Nov. 14. 1958; 
9:10 am] 
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(Tangerine Reg. 203 J 


Part 933— Orances. Grapefruit. Tan¬ 
gerines, and Tangelos Grown in 
Florida 

limitation of shipments 

S 933.931 Tangerine Regulation 202 — 

(a» Findings. <1> Pursuant to the mar¬ 
keting agreement, as amended, and 
Order No. 33, as amended (7 CFR Part 
933 >. regulating the handling of oranges, 
grapefruit, tangerines, and tangelos 
grown in Florida, effective under the ap¬ 
plicable provisions of the Agricultural 
Marketing Agreement Act of 1937. os 
amended <7 U. S. C. 601 ct seq.), and 
upon the basis of the recommendations 
of the committees established under the 
aforesaid amended marketing agreement 
and order, and upon other available in¬ 
formation. it is hereby found that the 
limitation of shipments of tangerines, as 
hereinafter provided, will tend to effec¬ 
tuate the declared policy of the act. 

(2) It Is hereby further found that It 
Is impracticable and contrary to the pub¬ 
lic interest to give preliminary notice, 
engage in public rule-making procedure, 
and postpone the effective date of this 
section until 30 days after Publication 
thereor in the Federal Register (60 Stat. 
237; 5 U. S. C. 1001 et seq.) because the 
time intervening between the date when 
information upon which this section is 
based became available and the time 
when this section must become effective 
in order to effectuate the declared policy 
of the act is insufficient; a reasonable 
time is permitted, under the circum¬ 
stances. for preparation for such effective 
time; and good cause exists for making 
the provisions hereof effective as here¬ 
inafter set forth. Shipments of tange¬ 
rines. grown in the production area, arc 
presently subject to regulation by grades 
and sizes, pursuant to the amended mar¬ 
keting agreement and order; the recom¬ 
mendation and supporting information 
for regulation during the period specified 
herein were promptly submitted to the 
Department after an open meeting of 
the Growers Administrative Committee 
on November 11. 1958. such meeting was 
held to consider recommendations for 
regulation, after giving due notice of such 
meeting, and interested persons were 
afforded an opportunity to submit their 
views at this meeting; the provisions of 
this section, including the effective time 
hereof, are identical with the aforesaid 
recommendation of the committee, ana 
information concerning such provisions 
and effective time has been disseminated 
among handlers of such tangerines; it 
Is necessary. In order to effectuate the 
declared policy of the act, to make this 
section effective during the period here¬ 
inafter set forth so as to provide for the 
continued regulation of the handling of 
tangerines, and compliance with this sec¬ 
tion will not require any special prepara¬ 
tion on the part of the persons subject 
thereto which cannot be completed by 
the effective time hereof. 

<b> Order. <1> Terms used in the 
amended marketing agreement and order 
shall, when used herein, have the same 
meaning as is given to the respective 
term In said amended marketing agree¬ 
ment and order; and terms relating to 


RULES AND REGULATIONS 

grade, diameter, and standard pack, as 
used herein, shall have the same meaning 
as is given to the respective term in the 
United States Standards for Florida 
Tangerines <58 51.1810 to 51.1836 of this 

Ul (2) During the period beginning at 
12-01 a. m.. c. s. t.. November 17. 19o8, 
and ending at 12:01 a. to., c. s. U De¬ 
cember 1. 1958. no handler shall ship 
between the production area and any 
point outside thereof In the continental 
United States. Canada, or Mexico: 

< l > Any tangerines, grown In the pro¬ 
duction area, that do not grade at least 

<U' Any tangerines, grown in the pro¬ 
duction area, that are of a size smaller 
than 2 r -i.; inches In diameter, except that 
a tolerance of 10 percent, by count, of 
tangerines smaller than such minimum 
diameter shall be permitted, which toler¬ 
ance shall be applied In accordance 
with the provisions for the application 
of tolerances specified in the United 
States Standards for Florida Tangerines 
<f§ 51.1810 to 51.1836 of this title). 

(Sec. 5. 49 Stat. 753. aa amended; 7 U. 8. C. 
008 c) 

Dated: November 12. 1958. 


I SEAL 1 S. R. SMITH. 

Director . Fruit and Vegetable 
Division . Agricultural Mar¬ 
keting Service . 

ip R Doc. 58 - 0520 ; riled. Nov. 14. 1958; 
1 * 0:10 «. m.| 


(Tnngelo Reg. 81 

Part 933—Oranoes. Grapefruit, Tan¬ 
gerines. and Tancelos Grown in 
Florida 

LIMITATION OF SHIPMENTS 

5 933.932 Tangelo Regulation 8—<8) 
Findings. (1 > Pursuant to the marketing 
agreement, as amended, and Order No. 
33. as amended (7 CFR Part 933). regu¬ 
lating the handling of oranges, grape¬ 
fruit. tangerines, and tangelos grown in 
Florida, effective under the applicable 
provisions of the Agricultural Marketing 
Agreement Act of 1937. as amended <7 
U S C. 601 et seq.). and upon the basis 
of the recommendations of the commit¬ 
tees established under the aforesaid 
amended marketing agreement and 
order, and upon other available informa¬ 
tion, it is hereby found that the limita¬ 
tion of shipments of tangelos, as herein¬ 
after provided, will tend to effectuate the 
declared policy of the act. ...... 

(2) It is hereby further found that it 
is impracticable and contrary to the 
public interest to give preliminary notice, 
engage in public rule-making procedure, 
and postpone the effective date of this 
section until 30 days after publication 
thereof in the Federal Register (60 Stat. 
237; 5 U. S. C. 1001 et seq.) because the 
time intervening between the date when 
information upon which this section is 
based became available and the time 
when this section must become effective 
in order to effectuate the declared policy 
of the act is insufficient; a reasonable 
time is permitted, under the circum¬ 
stances. for preparation for such effec¬ 
tive time; and good cause exists for 


making the provisions hereof effective 
as hereinafter set forth. Shipments of 
tangelos. grown in the production area, 
are presently subject to regulation by 
grades and sizes, pursuant to the 
amended marketing agreement and or¬ 
der; the recommendation and support- 
lng information for regulation during the 
period specified herein were promptly 
submitted to the Department after an 
open meeting of the Growers Adminis¬ 
trative Committee on November 11. 19j8. 
such meeting was held to consider 
recommendations for regulation after 
giving due notice of such meeting, and 
interested persons were afforded an op¬ 
portunity to submit their views at this 
meeting; the provisions of this a ction, 
including the effective time hereof, are 
identical with the aforesaid recommen¬ 
dation of the committee, and informa¬ 
tion concerning such provision, and ef¬ 
fective time has been disseminated 
among handlers of such tangelos; it » 
necessary, in order to effectuate the de¬ 
clared policy of the act. to make this 
section effective during the period here¬ 
inafter set forth so as to provide for the 
continued regulation of the handlim of 
tangelos. and compliance with thu see* 
tlon will not require any special prepara¬ 
tion on the part of the persons ubjeet 
thereto which cannot be completed by 
the effective time hereof. 

<b) Order. «1> Terms used in the 
amended marketing agreement and 
order shall, when used herein, have tne 
same meaning as Is slven to the respec¬ 
tive term in said amended marj.uni 
agreement and order; and terms relating 
to grade, diameter, standard pack, ana 
standard box. as used herein. sh0 ^' 
the same meaning as Is given to the re¬ 
spective term In Uie amended baited 

States Standards for STorlda 

and Tangelos <88 51.1140 to 511186 of 

this title; 22 F. R. 6676>. 

<2> During the period * 

12:01 a. m.. c. 8. t„ November 17. 
and ending at 12:01 a. m . e. s. t..^ Dum¬ 
ber 1.1958. no handler shall 
the production area and any Pa'”* 
side thereof in the continental Unlud 
States. Canada, or Mexico: , 

tl> Any tangelos. grown In the P‘° 
tion area, which do not grade at .vail 
U. S. No. 1 Bronze; or ... nr(H . 

(ID Any tangelos. grown lI ? t! ^ llcr 
duetton area, which are of a s ‘ ze . 

than 2M„ inches In diameter, cxcep-^ij 
a tolerance of 10 percent, by - 
tangelos smaller than "“ W l- 

dlametcr shall be permitted. * hlc “ 
erance shall be applied in accord^ 
with the provisions for the BPP ** 
of tolerances specified to tto e s 
Stales Standards for Flov id - 4 . ]gg of 
and Tangelos <55 51.1140 to 51.1186 « 
this title). . „ c 

(Sec. 5. 49 Stat. 753. M amended: * 

608c) 


Dated: November 12.1958. 

_ a R SMITH. 

SIA Director, Fruit ,and 

Dir Wow. AprlcuHu™* 
ketino Service. 

IP. R. Doc. 58-0531: PUed. No». 14. '• 5W - 
9:10a.m.| 









Saturday, November IS, 195S 

[Lemon Reg 765J 

Pm 953 —Lemons Grown in California 
and Arizona 

LIMITATION or HANDLING 

5 953.872 Lemon Regulation 7CS —(a) 
Findings. (1) Pursuant to the market¬ 
ing agreement. as amended, and Order 
No. c>3, as amended <7 CFR Part 953), 
regulating the handling of lemons grown 
in California and Arizona, effective un¬ 
der the applicable provisions of the Ag¬ 
ricultural Marketing Agreement Act of 
1937. as amended (7 U. S. C. €01 et seq.; 
(8 St at. 906. 1047), and upon the basis 
of thi i ecommcndatlon and information 
submitted by the Lemon Administrative 
Committee, established under the said 
amended marketing agreement and or¬ 
der, and upon other available informa¬ 
tion it is hereby found that the limita¬ 
tion of iuuidling of such lemons as 
hereinafter provided will tend to effec¬ 
tual.. the declared policy of the act. 

<2> It is hereby further found that 
it i i mpracticable and contrary to the 
public Interest to give preliminary notice, 
,e in public rule-making procedure, 
and postpone the effective date of this 
wett<m until 30 days after publica¬ 
tion hereof in the Federal Register <60 
Stn .'37; 5 U. S. C. 1001 et seq.) because 
the . me intervening between the date 
when information upon which this sec¬ 
tion is based become available and the 
ume when this section must become 
effective in order to effectuate the de¬ 
clared policy of the act is insufficient, 
RiJd a i tuusonablc time is permitted, under 
the c -umstances, for preparation for 
juen effective time; and good cause exists 
for making the provisions hereof effective 
m her inaftcr set forth. The Committee 
held an open meeting during the current 
week, nfter giving due notice thereof, 
to consider supply and market conditions 

tnLr 1 ! 0 ? nnd thc nced for relation; 
w ed persons were afforded an op- 
*° submit Information and 
linn S 1 thee ting; the recommonda- 

ro-i supporting information for 
e,t inu° n during the period specified 
herein were promptly submitted to the 
{*»>.< runeiu after such meeting was held; 
in* ,? rov * lon * this section, lnclud- 
X* nr offcc fi ve Un *. are Identical with 
enm^ resiUd rcc °ffunendation of the 
sun , Uec .’ , ftnd in * orm atlon concerning 
^ rovislon a and effective time has 
wen dis&eminated among handlers of 

effect li necessary. In order to 

to mnvl 0 dec,arcd of the act. 

section effective during 

Pliance s ^ cmed - and com- 

mn Ul* 1 W* secUon will not rc- 
of^rsoLTK^ Preparation on the part 
t* tomou!?^ ^ 010 which cannot 
d;.i,. , , on or before the effective 
S,,ch comm ittcc meeting 
<hi /V? November 12.1958. 

Wes of a> The respective quanti- 

Ari Wl J C ™° l n ? Brtw » to California and 
the ,'‘“,na h v h ** hand led during 
P .7 « d be *tonlng at 12:01 a. m.. 

n 12 oi 16, 1958, and ending 

are hen hv o ’ P ,' S 1 ■ November 23. 1958. 

(1. A, . y -. n * e<1 “ follows: 

( dt *%**, 1 , : 9,300 cartons; 

< u ,, . ct M8.800 cartons: 

Dlstrl cl 3: 27.900 cartons. 


FEDERAL REGISTER 

(2> As used in this section, “handled,” 
-District 1.” “District 2“ “District 3,” 
and “carton** have the same meaning as 
when used in the said amended market¬ 
ing agreement and order. 

(Sec. S, 49 State 753. ns amended; 7U.8 C. 
008c) 


Dated; November 13, 1958. 

S . R. Smith, 

Director, Fruit and Vegetable 
Division. Agricultural Mar¬ 
keting Service . 

[F. R. Doc, 58-9531; Filed. Nov. 14. 1958; 
9:11 a. m.j 

TITLE IS—COMMERCE AND 
FOREIGN TRADE 

Chapter III—Bureau of Foreign Com¬ 
merce, Department of Commerce 

Swbchopitt B— Export Regulotioot 

[0th Gen. Rev. of Export Rega Arndt. 5 »| 

Part 370 —Scope of Export Control by 
Department or Commerce 

Part 371— General Licenses 
miscellaneous amendments 

1. Section 370.6 In-transit shipments 
without unloading is amended by delet¬ 
ing the note at thc end thereof. 

2, Section 370.7 Shipments entering 
foreign trade zones Is amended to read 
as follows: 

f 370.7 Shipments entering foreign 
trade zones —(a) General provisions. 
Shipments of commodities wholly of 
foreign origin for which no customs 
entry has been made and which enter 
a United States foreign trade zone may 
be exported from thc foreign trade zone 
without an export license except as 
described in paragraphs <b), <c), (d). 
and <e) of this section. 

<b) ffong Kong. Macao . Poland dn- 
eludlng Danzig), and Subgroup A des¬ 
tinations. Shipments to Hong Kong, 
Macao. Poland (including Danzig), and 
Subgroup A destinations require a vali¬ 
dated license if a shipment of similar 
goods of United States origin could not 
be made from the United States to such 
a destination under the provisions of a 
general license. 

<c> Shipments covered by United 
States import certificates. Commodities 
shipped to the United States under a 
United States Import Certificate (Form 
FC-826>, In accordance with the proce¬ 
dure described In S 368.1 < b) of this chap¬ 
ter, require a validated license. 

<d> Shipments of foreign excess prop¬ 
erty. Commodities disposed of by United 
States Government agencies under for¬ 
eign excess property disposal programs 
require a validated license. 

(e) Shipments originating in Canada. 
Shipments of commodities originating 
in Canada require a validated license 
only: 

(1) If the shipment does not meet the 
conditions set forth In $ 371.9 <b) (1) of 
this chapter; or. 


•ThU amendment vm published In Cur¬ 
rent Export Bulletin 808. dated November 10. 
1958. 
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(2) If the shipment Is exported to an 
ultimate destination to which the same 
commodities could not be exported di¬ 
rectly from the United States under Gen¬ 
eral License GO. 

3. Section 371.9 General License GIT: 
in-transit shipments is amended in the 
following particulars: 
a. The note following paragraph (a) 

(2) Is amended to read as follows: 

Notk: I. A commodity U not considered 
“ “moving In transit" within thc meaning 
of General License OIT If it U covered by a 
warehouse entry and withdrawn from ware¬ 
house under a wlthdrawal-for-exportntlon 
customs entry or if Its transit is broken by 
a warehousing or processing operation under 
another type or customs entry 

2. As used in ff 371.0 (b), commodities or 
shipments of commodities which originate 
In any foreign country means commodities 
exported from that country whether or not 
grown, produced, or manufactured there 

3. General License OIT Is not applicable to 
exportations of commodities licenced by 
agencies of the United States Government 
other than the Department of Commerce. 

4. See | 370.0 of this chapter rcgnrdiug 
shipments moving in transit via the United 
States without unloading from the carrier. 

b. Paragraph (c) Commodities ex¬ 
cepted from the provisions of General 
License GIT is amended to read as 
follows: 

(c> Types of shipments excepted from 
the provisions of General License GIT. 
(1) Commodities shipped to the United 
States under the provisions of a United 
States Import Certificate (Form FC-826) 
may not be reexported to any destination 
under this general license. 

(2) Commodities disposed of by United 

States Government agencies under for¬ 
eign excess property disposal programs 
may not be reexported to any destina¬ 
tion under this general license. 

The note at the e:id thereof remains 
unchanged. 

4. Section 371.18 General License 
GLR; return of certain commodities im¬ 
ported into the United States . para¬ 
graph (f) Exportation of commodities 
imported under bond for a temporary 
period is amended to read as follows: 

(f> Exportation of commodities im¬ 
ported under bond for a temporary pe¬ 
riod. Collectors of Customs are author¬ 
ized. within their discretion, to clear for 
export under this general license com¬ 
modities imported for a temporary pe¬ 
riod Into the United States under bond 
in compliance with the provisions of thc 
Tariff Act of 1930. as amended (section 
308 and section 201, paragraphs 1607. 
1747, and 1809>; provided: 

(1) The exportation is not destined to 
Hong Kong, Macao/ or a Subgroup A 
destination; 

(2> The exportation does not include 
commodities excluded under paragraph 
(a) (2) of this section; and 

(3) The exporter submits a written 
statement signed In person by thc ex¬ 
porter or his authorized agent, and such 
other evidence as may be required by 
the Collector to show that all commodi¬ 
ties included in such exportation were 
imported into the United States and 
utilized for authorized purposes only in 
compliance with the terms of the bond 
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and In accordance with the provisions 
of the Tariff Act of 1930. 

This amendment shall become effec¬ 
tive as of November 10, 1958. 

<Sec 3. 63 Slat. 7; 60 U. 8. C. App. 2023. 

E O 9630, 10 F. R. 12245. 3 CFR. 1945 8upp., 
E. O. 9919. 13 F. R. 59. 3 CFR. 1948 Supp.) 

LORJNG K. Macy. 

Director. 

Bureau of Foreign Commerce. 

IF R Doc. 58-9488; Filed. Nov. 14. 1958; 
8:47 a. m.) 

TITLE 9—ANIMALS AND 
ANIMAL PRODUCTS 

Chapter I—Agricultural Research 
Service, Department of Agriculture 

Sukxhopter C—lnt*»t»ote TromporKition of Ani¬ 
mal* ond Poultry 

t B. A. X. Order 384, Admt. 10| 
art 79 —Scrapie in Sheep 

AREAS QUARANTINED 

Pursuant to the provisions of sections 1 
and 3 of the Act of March 3.1905,33 Stat. 
1264, as amended, sections 4 and 5 of the 
Act of May 29. 1884, 23 Stat. 32. as 
amended, and sections 1 and 2 of the 
Act of February 2. 1903. 32 Stat. 791, 
as amended (21 U. S. C. 111-113, 120. 
121. 123, 125), 5 79.2, Part 79. Title 9. 
Code of Federal Regulations. 1957 Supp.. 
as amended, containing a notice of the 
existence in certain areas of the disease 
of sheep known as scrapie and establish¬ 
ing a quarantine because of said disease, 
is hereby amended to read as follows: 


$ 79.2 Notice and Quarantine. Notice 
is hereby given that sheep in Illinois and 
Ohio are affected with scrapie, a conta¬ 
gious, infectious, and communicable dis¬ 
ease, and the following areas In said 
States arc hereby quarantined because 
of said disease: 

(a) Illinois. (1) La Salle County: SW 
120 acres of the SW quarter iV 4 ) or 
Section 13. Township 34 N. Range 5 E; 

<2> Warren County: SW quarter (V*) 
of Section 15. Township 8 N, Range 3 W; 

<b> Ohio. (1> Pickaway County: 
That part of Walnut Township. Range 21. 
Section 22 (known as the J. Wright 
Noecker Farm). bounded on the south by 
the Ashville Fairfield Road beginning at a 
point 2.350 feet east of the Junction of 
said road and the CircleviUc Winchester 
Road, continuing east along the former 
Road for a distance of 1.400 feet: 
bounded on the east by a Une running 
from that point northward a distance of 
2.750 feet; bounded on the north by a line 
beginning at that point and running 
westward parallel to the Ashville Fair- 
field Road for a distance of 1,050 feet, 
then running south for a distance of 850 
feet, then running west for a distance of 
350 feet; and bounded on the west by a 
line running from that point southward 
for a distance of 1,880 feet to its intersec¬ 
tion with the Ashville Fairfield Road. 

(2) Crawford County: That part of 
Holmes Township (known as the Pearson 
L. Linn Farm) consisting of a rectangular 
area extending 160 rods from east to 
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west and 1.2 miles from south to north, 
bounded on the south by Holmes Center 
Road No. 36 and bounded on the east by 
Temple Road: and a rectangular area ex¬ 
tending 160 rods from west to east and 
1.5 miles from south to north, bounded 
on the south by Holmes Center Road 
No. 36 and bounded on the west by 
Temple Road. (These two areas are 
separated from south to north by Temple 
Road.) 

Effective date. The foregoing amend¬ 
ment shall become effective upon issu¬ 
ance. 

The amendment quarantines certain 
areas in Crawford and Pickaway Coun¬ 
ties In Ohio, and La Salle and Warren 
Counties in Illinois because of scrapie. 
Hereafter, the restrictions pertaining to 
the interstate movement of sheep from 
quarantined areas, contained in 9 CFR. 
1957 Supp.. Part 79, os amended, will 
apply to such areas. 

The amendment removes the quaran¬ 
tine from areas in Green and Warren 
Counties In Ohio, previously quarantined 
because of scrapie (23 F, R. 2176). Here¬ 
after. the restrictions pertaining to the 
interstate movement of sheep from 
quarantined areas, contained in 9 CFR. 
1957 Supp., Part 79. as amended, will 
not apply to such areas. 

The amendment Imposes restrictions 
necessary to prevent the spread of 
scrapie, and relieves certain restrictions 
presently Imposed. It must be made 
effective immediately to accomplish its 
purpose In the public interest and to be 
of maximum benefit to persons subject to 
the restrictions which are relieved. Ac¬ 
cordingly. under section 4 of the Ad¬ 
ministrative Procedure Act (5 U. S. C. 
1003), it is found upon good cause that 
notice and other public procedure with 
respect to the amendment are Imprac¬ 
ticable and contrary to the public inter¬ 
est. and good cause Is found for making 
the amendment effective less than 30 
days after publication in the Federal 
Register 


(Sec*. 4. 6. 23 Stat. 32. M amended. secs. 1, 
2. 32 Stat. 791, at amended. eecs. 1. 3, 33 
Stat 1204, a* amended; 21 U. 8. C- 111-113, 
120. 121. 123. 125. Interpret* or applle* secs. 
6. 7, 23 Stat. 32. a* amended. sec* 2. 4. 33 
Stat. 1264. aa amended; 21 U. S. C. 115. 117. 
124. 12G) 

Done at Washington. D. C., this 12th 
day of November 1956. 


TITLE 26—INTERNAL REVENUE, 
1954 

Chapter I—Internal Revenue Service, 
Department of the Treasury 

Subchapter 8— Eifote ond Gilt Taxei 
|T. D. 6334| 

Part 25 —Gift Tax; Gifts Made After 
December 31, 1954 

On January 3.1957. notice of propo.^d 
rule making regarding the Gift Tax 
Regulations (26 CFR Part 25) under 
chapter 12 of subtitle B of the Internal 
Revenue Code of 1954 and under certain 
sections of subtitle F of the Internal 
Revenue Code of 1954 was published in 
the Federal Register (22 F. R. 53 >. 
After consideration of all such relevant 
matter as was presented by Interested 
persons regarding the rules proposed, 
the following regulations are hereby 
adopted. The regulations are applicable 
to gifts made during the calendar year 
1955 and subsequent calendar years: 

Oirr Tax 

25.0-1 Introduction. 

26.2501 Statutory provision*; Imposition of 
tax. 

determination or tax uaulitt 

252501-1 Imposition of tax. 

25.2502 Statutory provisions; rote of tax, 
252502-1 Rate of tax. 

25.2502-2 Donor primarily liable for Ui 

25.2503 Statutory provisions: taxable XtfU. 
252503-1 Oeneral definition of M taxable 

gift** 4 and of 44 total amount of gifts.’ 4 
252503-2 Exclusion* from Rifts- 
252603-8 Future Ultereate In pro^rt>* 
252503-4 Transfer for the toenrin of » 
minor. . ftM 

252504 Statutory provisions; taxable 
for preceding years. 

25.2504-1 Taxable gifta for preceding y<* •• 
252504-2 Valuation of certain gif U tor pre¬ 
ceding calendar years. 

transfers 

25.2511 Statutory provisions; transfers In 
general. 

252511-1 Transfer* in general . 

25.2511-2 Cessation of donor s dominion ana 
control. . 

252511-3 Transfers by nonresident* no 
citizens. _ 

252512 Statutory provisions; valuation oi 

25.2612-1 Valuation of property; In general. 
262612-2 Stocks and bonds. 

25 2512-3 Valuation of Interest* In 


f seal 1 M. R. Clarkson. 

Acting Administrator. 
Agricultural Research Service. 

IP. R. Doc. 58-9495; Filed. Nov. 14. 1958; 
8:47 a. m.| 

TITLE 26—INTERNAL REVENUE 

Chapter I—Internal Revenue Service, 
Department of the Treasury 

Part 86—Gift Tax Under Chapter 4 or 
Internal Revenue Code, As Amended 

SUPESSEDURE OF PART 

Cross Reference: For supersedure of 
this part, sec Title 26 (1954), Chapter I, 
Part 25, 3 25.01. infra . 


262512-4 Valuation of notes. 

252512-5 Valuation of . lul 

estates, terms for years, remainders aim 

reversions. . . .... 

252512-6 Valuation of certain life i * 
anee and annuity contracts. 

25 2512-7 Effect ol excUe t»*_ , d . 

25 2612-8 Transfer, foe Insufficient conn 
oration. h hvg . 

252513 Statutory proton*. “J. dercl i 
bond or wife to third party; eonaiout 

b. made one-half by *“***•., .„ third 
252513-1 CHIU by hu.band or 

party coneldered a* mode one ban 

35.2513 2 Manner and time at 
consent. . 

252513-3 Revocation of <***®*; ^ 

25 2513-4 Joint and several IkW* 
252514 Statutory provisions; posers 
polntment. 








Saturday, November 15, 1958 

Brr 

35; 514-1 Tramfm under power of appoint¬ 
ment. 

252514-2 Powers of appointment created 
an or before October 21. 1942. 

552514-3 Power# of appointment created 
after October 21. 1942. 

15 2515 Statutory provisions; tenancies by 
the entirety. 

25.2515-1 Tenancies by the entirety; In 
general, 

232516-2 Tenancies by the entirety: trans¬ 
fer* treated aa gifts; manner of election 
nnd valuation. 

252016-3 Termination of tenancy by the 
entirety: cruet* In which entire value of 
gift is determined under section 2513 

ib). 

23 2 !5-4 Termination of tenancy by en¬ 
tirety; cases in which none, or a portion 
only, of value of gift is determined under 
action 2615 <b). 

25.2515 Statutory provisions; certain prop¬ 
erty settlements. 

252513-1 Certain property settlements. 

252316 2 Transfers in settlement of sup¬ 
port obligations. 

D EDUCT I ON S 

35.2r<?l Statutory provisions; specific rx- 

f'option. 

252521 l specific exemption. 

252522 (a) statutory provisions: charitable 
and similar gifts; citizens or residents. 

25 21 '22 (a)—1 Charitable and similar gifts* 
ciusens or residents. 

25.2522 (a)-2 Transfers not exclusively for 
charitable, etc., purposes. 

25.2522 <b) Statutory provisions; charitable 
and similar gifts; nonresidents. 

23-322 (b)-i Charitable and similar gifts: 
^residents not cl Use ns. 

25^522 (e) Statutory provisions: charitable 
sud similar gifts; disallowance of deduc¬ 
tions in certain cases. 

«2522 (c)~i Disallowance of charitable, 
*tc M deductions because of prohibited 

t-'ruocUans. 

252522 (d) Statutory provisions; charitable 

l,ra !lar gifts: other croos references. 

(a) Statutory provisions; gift to 

Mx>use; In general. 

55** { ?±7 l ° ,Xt to •* >ousc; ln Beneral. 

(b) Statutory provisions; gift to 

spouse; life estate or other terminable 

interest. 

Uf6 •****• w Other tcrml- 

. ^ interest. 

*5-523 (c) Statutory provisions; gift to 

2 /i lntfml in unidentified assets. 

*o 2523 ic)-l Interest in unidentified assets. 

W) Statutory provisions; gift to 

Joint Interest# 

25 J d >~* Jo,nt *nterests. 

(e) Statutory provisions; gift to 
spouse; life estate with power of appoint- 

25 i£ LQt ln donee *POuse. 

»?♦***”* deduction; life estate 

Qt In donee 

25 2 ^>{in>^ Utt,t0ry provlj,lona: community 

Marital deduction In cases ln- 
T**™’ property. 

^Statutory previsions; ei 
4 ' 4 Extent of deductions. 
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See. 

25 0019 2 Returns required In case of eon- 
sent under section 2613. 

25 6019-3 Contents of return. 

25 6019-4 Description of property listed on 
return. 

25.6075 Statutory provisions; time for filing 
gift tax returns. 

Tu “* far fll,n s «'« tss returns. 

26.6081 Statutory provisions; extension of 
time for filing returns. 

25 6061-1 Extension of time far filing re¬ 
turns. 

25.0091 Statutory provisions; place for filing 
returns or other documents. 

25 0091-1 Place for filing returns and other 
documents. 

25.6161 Statutory provision* time and place 

or P ay J? g tAX fthown on turns. 

25.6151-1 Time and place for paying tax 
shawm on return. 

25.6161 Statutory provisions; extension of 
time for paying tax. 

25.616J-1 Extension of time for paying tax 
or deficiency. 1 > ^ 

25.6165 Statutory provisions; bonds where 
time to pay tax or deficiency has been 
extended. 

25.6165 l Bonds where time to pay tax or 
^ dcflc,cncy hAt ***** exunded. 

2 * ®?J Statutory provision#; Ucn for ta»t. 

25.6321-1 Lien for tables. 

® tAlutor y provisions; period of lien. 

25.6323 SUtutory provisions; validity 
against mortgagees, pledgees, purchasers, 
and Judgment creditors. 

25.6323 1 Validity against mortgagees, 
pledgees, purchasers, and Judgment 
creditors. 

25.6324 Statutory provisions; special Hens 
for estate and gift taxes. 

25.6324-1 Special lien for gift tax. 

25.8601 Statutory provision*; interest on 
underpayment, nonpayment, or exten- 
nme for Payment, of tax. 

25.6001-1 Interest on underpayment, non¬ 
payment, or extensions of time for «jav. 
ment, of tax. v 3 

Statutory provisions; form of bonds. 

25.7101—1 Form of bonds. 


extent of de- 


raocxmTi* and administration 

P rovi * kon *J m»tlce or regu- 
•I’r^lal reuim^ 1 * record *' ,t *t*«nenta and 

35 toll requb * 1 to *«pt 

Ujtail l ° f r9turn ‘ *tatement. or Ust. 

01 relurn> 

turmf UtUt4>ry P rov ts*ons; gift tax re- 
Per *° n * required to me returna. 

No 324——2 


Aimioarrr: 1125 0-1 to 25.7101-1 Issued 

SSVa iSa L R c ,BM; ma sut ‘ 917; 

Gift Tax 

$ 25.01 Introduction —<a) In pencraf. 
Tlio regulations ln this port are desig¬ 
nated “Gift Tax Regulations”. The reg¬ 
ulations in this part pertain to (1) the 
girt tax imposed by chapter 12 of subtitle 
B of the Internal Revenue Code on the 
transfer of property by gift by individ¬ 
uals in the calendar year 1955 and sub¬ 
sequent calendar years, and (2> certain 
related administrative provisions of sub- 
title F of the Code. Jt .should be noted 
that the application of some of the pro¬ 
visions of the regulations ln this part 
may be alTected by the provisions of an 
applicable gift tax convention with a 
foreign country. Unless otherwise indi¬ 
cated. references in the regulation* ln 
this part to the “Internal Revenue Code" 
or the “Code” are references to the Inter¬ 
nal Revenue Code of 1954. as amended 
and references to a section or other pro-’ 
vision of law are references to a section 
or other provision of the Internal Reve¬ 
nue Code of 1954, as amended. The Gift 
Tax Regulations are applicable to the 
transfer °f property by gift by individ¬ 
uals ln the calendar year 1955 and sub¬ 
sequent calendar years, and supersede 
the regulations contained in Part 86 
Subchapter B. Chapter I, Title 26. Code 
of Federal Regulations (1939) (Regula- 
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tlons 108, Gift Tax>. as prescribed and 
made applicable to the Internal Revenue 
Code of 1954 by Treasury Decision 6091 
signed August 16. 1954 <19 F. R. 5167 
Aug. 17. 1954). 

<b> Nature of tax. The gift tax Is not 
a property tax. It is a tax imposed 
upon the transfer of property by indi¬ 
viduals. It is not applicable to trans- 
fers by corporations or persons other 
than Individuals. However, sec" para¬ 
graph <h) (1) of 8 25.2511-1 with respect 
to the extent to which a transfer by or to 
a corporation is considered a transfer 
by or to its shareholders. 

<c> Scope of regulations —(I) Deter¬ 
mination of tax liability. Subchapter A 
?l c *? a , ptCT , 12 of the Code pertains to 
the determination of tax liability. The 
regulations pursuant to subchapter A 
** 2 forth 1,1 it 25.2501-1 through 

. ,2 ’„ T . ra J ,s l cr - Subchapter B of chap¬ 
ter 12 of the Code pertains to the trans¬ 
fers which constitute the making of gifts. 
The regulations pursuant to subchnnter 

25 ?5i6^s f0rth in S,252511 ~ 1 through 
<3> Deductions. Sibchapter C of 

5_5 pt 5. r 12 of thc Codc Pertains to the 
deductions which are allowed in deter¬ 
mining the amount of taxable gifts. The 
regulations pursuant to subchnpter C are 
25 2524°. r i Ul 01 15 25.2521-1 through 

Procedure and administration 
provisions Subtitle F of the Internal 
Revenue Code contains some sections 
which are applicable to the Rift tax. The 
regulations pursuant to those sections 

25 e 7 mi t l ° r R h !!' 55 25 through 

25.7101—1. Such regulations do not pur¬ 
port to be all the regulations on pro¬ 
cedure and administration which are 
Pm ? C !? t t0 8ift u * matters. For the 
remainder of the regulations on pro- 
oedure and administration which are 

ta i malters ' ** Part 
301 of this chapter < Regulations on Pro¬ 
cedure and Administration). 

<d> Arrangement and numbering. 

< 2S n 0f ^ e ° lft Tax Insulations 
(except this section) Is preceded by the 
section or subsection of thc Internal 
Revenue Code which it Interprets. Thc 
sections of the regulations can readily 
be distinguished from sections of the 
Code since— 

'V The sections of the regulations are 
printed in larger type; 

<2) The sections of the regulations are 
preceded by a section symbol fmd the 
part number, arable number 23 followed 
by a decimal point <S 25.); and 
(3) The sections of thc Code are pre¬ 
ceded by “See.". 

p>ch section of thc regulations setting 
forth law or regulations is designated 
by a number composed of thc part num- 
ber followed by a decimal point (25.) 
and the number of the corresponding 
section of the Internal Revenue Code 
In the case of a section setting forth 
regulations, this designation is followed 
by a hyphen <-> and a number identify¬ 
ing such section. By use of these desig¬ 
nations one can ascertain the sections of 
the regulations relating to a provision 
or the Code. Thus, thc section of the 
regulations setting forth section 2521 
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of the Internal Revenue Code Is deslg- 
nated } 25.2521 and the regulations per¬ 
taining to section 2521 are designated 
$ 25.2521-1. 

determination of tax liability 
$ 25.2501 Statutory provisions ; im* 
posit ton of tax . 

Src. 2501. Jmpotition of tax —(a) General 
rule. Vor the calendar year 1056 and cncii 
calendar year thereafter a tax. computed u 
provided m section 2502. is hereby Impoaed on 
the transfer of property by gilt during such 
calendar year by any indlrldtud. rwldent OT 
nonresident, except transfer* of InUnglbl© 
property by a nonresident who la not a citi¬ 
zen of the United State* and who was not en¬ 
gaged in business in the United States during 
*uch calendar year. 

(b> Cross re/erenee. Fr* exclunion of 
transfer* of property oaurtd© the United 
State* by a nonresident who U not a citizen 
of the United suite*, *e© section 2511 (a). 

| 25 2501-1 Impositio ; of tax —<a> In 
general. The tax applies to all transient 
by gilt of property, wherever situated, 
by an individual who is a citizen or resi¬ 
dent of the United States, to the extent 
the value of the transfers exceeds the 
amount of the exclusions authorized by 
section 2503 and the ieductions author¬ 
ized by sections 2521. 2522, and 2523. 
'I he tax does not apply to a transfer of 
intangible property by a nonresident who 
Is not a citizen of the United States and 
who wiw not cneaged in business in the 
United States during the calendar year 
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in which the transfer was made. For 
additional rules relating to the applica¬ 
tion of the tax to transfers by nonresi¬ 
dents not citizens of the United States, 
see section 2511 and 1 25.2511-3. 

tb> Resident A resident is an indi¬ 
vidual who has his domicile in the 
United States at the A ime of the gift. 
For this purpose the United States in¬ 
cludes only the States, the Territories of 
Alaska and Hawaii, and the District of 
Columbia. See section 7701 (a) (9>. 
All other Individuals are nonresidents. 
A person acquires a domicile in a place 
by living there, for even a brief period of 
time, with no definite present intention 
of moving therefrom. Residence with¬ 
out the requisite intention to remain in¬ 
definitely will not constitute domicile, 
nor will Intention to change domicile 
effect such a change unless accompanied 
by actual removal. 

1 25.2502 Statutory provisions; rate 
of tax . 

S*c 2502. Rate of fax—(a) Computation 
of tax . The tax Imposed by aectlon 2501 for 
each calendar year *hoil he an amount equal 
to the ©xcc»* of— 

<li A tax. computed In accordance with 
the mte schedule set forth In thU *ubii«c- 
tlon, on the aggregate sum of the taxable 
gift* for *uch calendar year and for each 
of the preceding calendar year*, over 

(2) A lex. computed In accordance wiUi 
fitJch rate schedule, on the aggregate *um of 
the taxable gift* for each of the preceding 
calendar year*. 


sidering only those gifts made after Juhp 
6,1932. For the meaning of this term see 
$ 25.2504-1. 

(3) Third step. Ascertain the tot.il 
amount of the taxable gifts, which is the 
sum of the amounts determined in the 
first and second steps. 

(4) Fourth step . Compute the tax on 
the total amount of taxable gifts (as de¬ 
termined in the third step) using the 
rate schedule set forth in paragraph <b> 
of this section. 

(5> Fifth step. Compute the tax on 
“the aggregate sum of the taxable gifts 
for each of the preceding calendar years 
(as determined in the second step), using 
the rate schedule set forth in paragraph 
(b> of this section. 

(6) Sixth step. Subtract the amount 
determined in the fifth step from the 
amount determined in the fourth step 
The amount remaining Is the gift tax for 
the calendar year for which the return 
is being prepared. 

<b> Rate of tax. The tax is computed 
In accordance with the following table. 

Tablx worn CaurvnSQ Oirv Til 


Rat* Scuxottub 


If the taxable gifU are: 

Nut over 45.0CW---— 

Over $5,000 but not over $10.000- 

Over $10,000 but not over $20.000- 

Over $20,000 but not over $30,000- 

Over $30,000 but not over $40.000- 

Over $40,000 but not over $50.000- 

Over $50,000 but not over $60.000- 

Over $60,000 but not over $100.000- 

Over $100,000 but not over $250.000- 

Over $250,000 but not over $500.000- 

Over $500,000 but not over $750.000- 

Over $750,000 but not over $ 1 . 000.000 - 

Over f 1.000,000 but not over $1,250,000-— 
Over $1 J250.000 but not over $1,500,000-,.. 
Over $1,500,000 but not over $2,000,000— 
Over $2,000,000 but not over $2,500,000— 
Over $2,500,000 but not over $3.000.000... 
Over $3,000,000 but not over $3.500,000... 
Over $3,500,000 but not over $4.000,000— 
Over $4,000,000 but not over $5,000.000.. 
Over $5,000,000 but not over $6,000,000— 
Over $6,000,000 but not over $7,000,000— 
over $7,000,000 but not over $3,000,000— 
Over $3,000,000 but not over $10,000,000. 
Over $10.000.000 --—— 


(A) 

Amount of 
rtfu 
rqtial li»or 
more Ilian— 


<»> 

Amount of 
tAwbkeifl* 
Icsj Hum— 


<a 


Tsteii 
tuiMxmi in 
column (A) 


<T» 

Rjtvoftat 


amount m 
column <AJ 


The tax shall be: 

2 V* of the taxable gift*. 

’ $112.50. plu* 6*4 *r of excce* over $5,000. 

$375. plus 8V« % of excess over $10,000. 

$ 1.200. plu* 10‘4 % of exce** over $20,000. 

$2,250. plu* 13 »iTv of excess over $30,000. 

$3,600, plu* 16*4% of excess over $40,000. 

$5,250. plu* 18**% of exce** over $50,000. 

$7,125. plus 21% of excea* over $60,000. 

1 $15,525. plu* 22 Vi % of excess over $100,000. 

$49 275. plus 24% of exce** over $250,000. 

I $109,275. plu* 26*4 % of excess over $500,000. 
$ 174 , 000 , plu* 27$*% of excess over 
$244276. plus 29*4% of excess over $1,000,000. 

I 1317.400. plus 31**% of excess over $12504)00. 
$306,150. plus 33V* % of excess over $ 1 , 500 , 000 . 
$564,000, plus 30**% of excess over $2,000,000. 
$748,650. plus 39*4 % of excess over $2,500,000. 
$947,400. plu* 42% of execs* over $3,000,000. 
$1,157,400, plus 44V4% of excess over $3,600,000. 
$1,378,650. plus 47Vi% of excess over $4,000,000. 
$ 1 , 851 , 150 . plu* 50V4% of execs* over *5,000.000. 
$2,353,650. plus 52*4% of excess over $6,000,000. 
$2,878,850. plu* 54*4 % of excess over $7.0004)00. 
$3 426.150. plu* 57% of execs* over $84)00.000. 
$4,566,150. plus 57V* % of excess over $10,000,000. 
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(b) Calendar pear. The term "calendar 
year” Include* only the calendar year 1932 
and succeeding calendar years, and. In the 
cose of the calendar year 1932. Include* only 
the portion of such year after June 6. 1932. 

(C) Preceding calendar years. The term 
••preceding calendar year**’ mean* tho calen¬ 
dar year 1932 and all calendar years Interven¬ 
ing between the calendar year 1932 and the 
calendar year fer which the tax is being com¬ 
puted. 

(d) Tax to be paid by donor. The tax Im¬ 
posed by section 2501 shall be paid by the 
donor. 

5 25.2502-1 Rate, of fax—(a) Compu¬ 
tation of tax. While the gift tax is im¬ 
posed separately for each calendar year 


on the total taxable gifts made by a 
donor during such a year, the rate of tax 
is determined by the total of «U gifts 
made by the donor during such a year 
and in all previous years since June 6. 
1932. The following subparagraphs set 
forth the six steps to be followed in com¬ 
puting the tax: 

(1) First step. Ascertain the amount 
of the “taxable gifts’* for the calendar 
year for which the return is being pre¬ 
pared. For the meaning of this term see 
3 25.2503-1. 

(2) Second step. Ascertain “the ag¬ 
gregate sum of the taxable gifts for each 
of the preceding calendar years.” con- 


(O Examples. The 
pies illustrate the application 
section with respect to tf***-®*** * 

citizens or residents ot the United btu . 

Example (I). Assume that the ^nox 
made usable gift*, as i. 

Brat step (paragraph (a) (t) 
of * 02.500 and thnt there wero no asa 

gifts for prior year*. wUh tbe resu t bat tr 
amount ascertained under ‘he tW™ 
la *02.500. Under the fourth w 

U computed on this Mhoua*. , m ount 

the table dlecloae* that the apecin* ^ u 

*62.500 U *60.000 The las on thU™* ^ 
a* shown in column (C)« J* * rxcccds 
amount by which the U»ble ^ tb€ tax 

the epecined amount la *2.500^ d ^ 

on euch excess amount. compuud‘ lD) , i. 

of 21 percent a* * how " ‘ “ 

*525. The tax on usable glfu m • 
the sum of *7.128 and * aa8 ‘ ZSlVfiu (other 
Example (21. A donormaKesgl 
than gliu of future toteTmata ' o000 to 
during the cnlendar yeur l» • jj qoj 

A and *33.000 to B. Tw “ u n tbs 

each are allowable. * l 2 * " results 

prorlalona of aectlon 25«J ( > • 8pe ctfl« 

In included gUU for 10» of *o7.(wo 
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dar year considered as made one-half by 
each, the liability with respect to the 
Rift tax of each spouse for that calendar 
year is joint and several (see § 25.2513- 
4). As to the personal liability of the 
donee, see paragraph (b) of $ 301.6324-1 
of part 301 of this chapter (Regulations 
on Procedure and Administration). As 
to the personal liability of the executor 
or administrator, see section 3407 of the 
Revised Statutes (31 U. S. C. 192), which 
reads as follows; 

Fvery executor, luimln tit rotor, or assignee, 
or other person, who pays. In whole or in 
port, any debt due by the person or estate for 
whom or for which he acts before ho satisfies 
nnd pays the debts due to the United States 
from such ]>orsoti or estate, shall become 
answrrnble In his own person and estate to 
the extent of such pnvmente for the debts 
so due to the United States, or for so much 
thereof ns may remain due and unpaid. 

As used in such section 3467, the word 
•‘debt” includes a beneficinry's distribu¬ 
tive share of an estate. Thus if an exec¬ 
utor pays a debt due by the estate which 
is being administered by htm or distrib¬ 
utes any portion of the estate before 
there is paid all of the gift tax which he 
has a duty to pay. the executor is person¬ 
ally liable, to the extent of the payment 
or distribution, for so much of the gift 
tax as remains due and unpaid. 

5 25.2503 Statutory provisions: tax¬ 
able gifts. 

8ec. 2503. Taxable gifts —(ft) General defi¬ 
nition. The term “taxable gift*- means the 
total amount of gifts made 'during the cal¬ 
endar year, less the deductions provided In 
subchAptcr C (sec. 2521 and following). 

<b) Exclusions from gifts. Xu the case of 
gifts (other than gifts of future Interests In 
property) made to any person by the donor 
during tho calendar year 1065 and subsequent 
calendar years, the first 63,000 of such gifts 
to such person shall not, for purposes of sub¬ 
section (a), be Included in the total amount 
of gifts made during such year. Where there 
has been a transfer to any person of a present 
Interest In property, the possibility that such 
Interest may be diminished by the exercise 
of a power shall be disregarded In applying 
this subjection. If no part of such Interest 
will at any timo pass to any other person. 

(c) Transfer for the benefit of minor. 
No part of a gift to an Individual who has 
not attained the age of 21 years on the date 
of such transfer shall be considered a gift 
of a future interest in property for purposes 
of subsection (b) if the property and the 
income therefrom— 

(1 ) M.*v be expended by. pr for the benefit 
of. the donee before his attaining the age of 
21 years, and 

(2) Will to the extent not so expended— 

(A) Pass to the donee on Ills attaining the 

age of 21 yeara. and 

In the event the donee dies before 
attaining tho age of 21 years, be payable to 
the estate of the donee or as he may appoint 
under a general power of appointment os 
defined In section 2514 (c). 

5 25.2503-1 General definition of 
°taxable gifts'* and of **total amount of 
gifts ” The term •‘taxable gifts** means 
the “total amount of gifts** made by the 
donor during the calendar year less the 
deductions provided for in sections 2521, 
2522. and 2523 (specific exemption, 
charitable, etc., gifts and the marital 
deduction, respectively). The “total 
amount of gifts** means the sum of the 
values of the gifts made during the 
calendar year less the amounts exclud- 
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able under section 2503 Cb). Sec 
4 25.2503-2. 

$ 25.2503-2 Exclusions from gifts. 
Section 2503 (b) provides that the first 
$3,000 of gifts made to any one donee 
during the calendar year 1955 or any 
calendar year thereafter, except gifts of 
future interests in property as defined 
in 44 25.2503-3 and 25.2503-4. is excluded 
in determining the total amount of gifts 
for the calendar year. In the case of a 
gift in trust the beneficiary of the trust 
is the donee. The entire value of any gift 
of a future interest in property must be 
included In the total amount of gifts for 
the calendar year in which the gift 1s 
made. 


4 25.2503-3 Future interests in prop¬ 
erty. (a) No part of the value of a gift 
of a future interest may' bo excluded In 
determining the total amount of gifts 
made during the calendar year. “Future 
interests** Is a legal term, and includes 
reversions, remainders, aud other Inter¬ 
ests or estates, whether vested or con¬ 
tingent. and whether or not supported by 
a particular Interest or estate, which are 
limited to commence in use. possession or 
enjoyment at some future date or time. 
The terra has no reference to such con¬ 
tractual rights as exist in a bond, note 
< though bearing no Interest until ma¬ 
turity). or in a policy of life insurance, 
the obligations of which are to be dis¬ 
charged by payments in the future. But 
a future interest or interests in such con¬ 
tractual obligations may be created by 
the limitations contained in a trust or 
other instrument of transfer used in ef¬ 
fecting a gift. 

(b) An unrestricted right to the im¬ 
mediate use, possession, or enjoyment of 
property or the income from property 
(such as a life estate or term certain) is 
a present interest in property. An ex¬ 
clusion is allowable with respect to a 
gift of such an Interest (but not in excess 
of the value of the interest). If a donee 
has received a present interest in prop¬ 
erty. the possibility that such interest 
may be diminished by the transfer of a 
greater interest in the same property to 
the donee through the exercise of a 
power is disregarded in computing the 
value of the present interest, to the ex¬ 
tent that no part of such interest will 
at any time pass to any other person 
(see example (4) of paragraph (c) of 
this section). For an exception to the 
rule disallowing an exclusion for gifts of 
future Interests in the case of certain 
gifts to minors, see 4 25.2503-4. 

(c) The operation of this section may 
be illustrated by the following examples: 

Example (I). Under the term* of a truat 
created by A the trustee is directed )o pay 
the net income to B. ao long as B shall live. 
The trustee U authorized In his discretion 
to withhold payments of income during any 
period he deems advisable and add such in¬ 
come to the trust corpus. Since B’s right 
to receive the income payments Is subject to 
the trustee*® discretion, it Is not a present 
interest and no exclusion Is allowable with 
respect to the transfer 1st trust. 

Example (S). C transfers certain Insur¬ 
ance politics on his own life to a trust created 
for the benefit of D. Upon C*s death the 
proceeds of the policies are to be invested 
and the net income therefrom paid to O 
during his lifetime. Since the income pay- 
menu to D will not begin until after C*s 
death the transfor In trust represents a gilt 


of a future Interest In property against which 
no exclusion Is allowable. 

Example (3). Under the terras of a trust 
created by E the net income U to be disinn- 
uted to E’8 throe children In such shares ss 
the trustee. In his uncontrolled discretion, 
deems advisable. While the terms of the 
trust provide that all of the net income \% 
to bo distributed, the amount of Income ur.y 
one ot the three beneficiaries will receive 
rests entirely within the trustee's discretion 
and cannot be presently ascertained Ac¬ 
cordingly. no exclusions are allowsble with 
respect to the transfers to the trust. 

Example (4). Under the terms of a trust 
tho net income Is to be paid to P tor life, 
with the remainder payable to G cm F*s 
death. The trustee has the uncontru;l U 
power to pay over the corpus to P m nny 
time. Although P's present right to receive 
the income may be terminated, no other 
person has the right to such Income intere. v 
Accordingly, the power In the trustee Is 
disregarded In determining the value of Ps 
present Interest. The power would not be 
disregarded to the extent that the trustee 
during F'a life could distribute corpus to per¬ 
sona other than P. 

Example (5). The oorpus of a truit cre¬ 
ated by J consists of certain real property, 
subject to a mortgage. The terms of the 
trust provide that the net Income from the 
property Is to be used to poy the mortgage. 
After the mortgage is paid in full the net 
Income Is to be paid to K during his lifetime 
Since K's right to receive the Income pay¬ 
ments will not begin until after the mort¬ 
gage Is paid in full the transfer In trust rep¬ 
resents a gift of a future Interest in property 
against which no exclusion ’s allowable. 

Example (6). 1* pays premiums on s pol¬ 
icy of insurance on his life, all the Incidents 
of ownorahlp In the policy (Including the 
light to surrender the policy) are vested in 
M. The payment of premium* by L consti¬ 
tutes a gift of « present Interest In property. 


4 25 2503-4 Transfer for the benefit ot 
a minor, (a) Section 2503 (O provide* 
that no part ot a transfer for the benefit 
ot a donee who has not attained the ape 
of 21 years on the date of the gift will 
be considered a gift of a future interest 
in property if the terms of the transfer 
satisfy ail of the following conditions: 

(1) Both the property itself and it* 
Income may be expended by or for the 
benefit of the donee before he attains the 
age of 21 years; 

(2) Any portion of the property and 

its Income not disposed of under subpar¬ 
agraph (1> of thia paragraph will pa*J 
to the donee when he attains the age oi 
21 years; and . 

(3) Any portion of the property an 
its Income not disposed of under subpar¬ 
agraph (X) of this paragraph will be pay¬ 
able either to the estate of the daoee or 
as he may appoint under a gencnU power 
of appointment as defined in section 2*1* 
<c) if he dies before attaining the age 01 

(b) Either a power of 
exercisable by the donee by will 
power of appointment cxercisab e by me 
donee during his lifetime wiU s*tj*y 
the conditions set forth in P*g*ff*^ 
<a) (3) of this section. However, if t^ 
transfer is to qualify for the £* c 
under this section, there must be-nor 
strlctions of substance <"***%**£ 
from formal restrictions of the tog* 
scribed in paragraph eg) (4) Jg 

(0-1) by the terms ot ^ }*?;* ** c r 
of transfer on the exercise of the po^ 
by the donee. However If the mmor^ 
given a power of appolntmcu 
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»bV during lifetime or Is given a po /er 
af appointment exercisable by will, the 
fn-: that under the local law a minor is 
under a disability to exercise an lnter- 
• vivos power or to execute a will docs not 
cause the transfer to fall to satisfy the 
couiitions of section 2503 (c>. Further 
a transfer does not fail to satisfy the 
conditions of section 2503 <c> by reason 
of the mere faot that— 

11 1 There is left to the discretion of 
a rustee the determination of the 
air. unts. if any. of the Income or prop¬ 
erty to be expended for the benefit of 
uu- minor and the purpose for which 
ttor ‘ spend!lure is to be made, provided 
then' are no substantial restrictions un¬ 
der the terms of the trust instrument 
oo i he exercise of such discretion; 

<2> The donee, upon reaching age 21, 
bar. the right to extend the term of 
the trust; oc_ 

<3 ■ The governing Instrument con- 
tains & disposition of the property or 
income not expended during the donee's 
miiiurity to persons other than the 
donee’s estate in the event of the default 
or appointment by the donee. 

<C' A Rift to a minor which does not 
»«bfy the requirements of section 
pd»3 to> may be either a present or a 
tuture interest under the general rules 
ot 1 25.2503^3. Thus, for example, a 
p / operty 111 trust with income 
required to be paid annually to a minor 
beneficiary and corpus to be distributed 
to him upon his attaining the age of 25 
“ .™* Present Interest with respect 
to the right to income but is a gift of a 

toco^i. ntCreSt Wlth respect the right 
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for the calendar year 1055 and *ub*equent 
calendar year*, be the value of aucb gift 
which waa used in computing Uie tax for the 
lA«i preceding calendar yew. for whlcft a tax 
under thin chapter or under corresponding 

provisions oI P rlor 10 wb wan assessed or paid. 

(d) Net giftM, For year* before the calen¬ 
dar year W55. the term -net gifta" &■ used 
in correeponding provlilon* of prior laws 
•hall be read as “taxable glfU” for pun>ooca 
of this chapter. purpose* 


abww, 50 ? statut <>ry provisions; tax- 
CWc oijis for preceding gears. 

7™,. TaZabt *. oi,t * tor preceding 
OertcraL In computing taxable 
WW tor the calendar year l»54and preening 
Jendor yean, for the purpose of computing 
eJUnf- f ° r **• calendar year 1066 or any 
thereafter, there shall bi 
tui'-'rfi •* such transfers as were eon- 
J** under the «« l«w. 
JTSS***^ tot which the trana- 

‘uchTh*,^! 0 *'“ 5 “to” •b» u be allowed 
mch yj^ togona M were provided for under 

toe imoun»*te^ 1 U **?.* P * c,flc «*«nipUon in 
Sit “ny. allowable under aection 

"»iw!„(i? “PPtocd In all computations tn 

.*?£*£!? **" ,9M “ nd P r « vl °u» 
to* tez “to Purpose of computing 

^ yc “ ,8M « 
yrin ^ b S£T 9 Qi t* a ? or Preceding 

Per^n by thl to any 

rear la^wid dUr,r * the Vendor 

**>ttnt txcitdEF 2 ?? 1 * 1 * c ^ , * nd * r W. the 
of flft hy lhe provisions 

*hkh th * *PP ll «‘ble to the yeani In 
***** made shall not. for 
the total included m 

«uch y raf mouut of the gifu made during 

,n ? ^Umdar^eanf. °if tOT 

JJ«Wn which** U tbe w Uln ® spired 
thi* ehantir ? tax *** aa * fM <’d under 
«oti ^prtorTaw.^^ SfWdlhf provtl 
fc y ^ transfer of prop. 

** yew m dlft , rf i J?'f Tlng * P***dU» caten- 
“ 11 *** und£ n £2 i? action 2502 Tc). and 
Ending Drovini copter or under corro- 
Prtor law. has been 
2*. tb* vniu? P**codlng calendar 

SSLS.25 * * uch 

* Com Puting the tar purposes 

* tax under this chapter 


5 35.2504-1 Taxable gifts for preced¬ 
ing years, <a> In order to determine the 
correct gift tax liability for the calendar 
year 1955 or any calendar year there¬ 
after it Is necessary to ascertain the cor- 

any * of lhc aggregate sum 
of the taxable gifts for each of the pre¬ 
ceding calendar years. Sec pararranh 
<a> (2) of 4 25.2502-1. The 
gregatc sum of the taxable gifts for each 
or the preceding calendar years” means 
the correct aggregate of such gifts 
not necessarily that returned for those 

*!!?, 1x1 respect of wb ^ch tax was 
paid. AU transfers which constituted 
Ruts in prior calendar years under 
the laws including the provisions 
of law* relating to exclusions from gifts, 
in effect at the time the transfers were 
made are included in determining the 
amount of taxable gifts for preceding 
years. The deductions other than for 
the specific exemption (see paragraph 
<b> of this section) allowed by the laws 
in effect at the time the transfers were 
fvf 6 taken lnto account in dc- 
Hf c sum of tlic tax- 

r °S 4 preccdin « years, (The 
allowable exclusion from a gUt was $5 000 
for years before 1938, 34.000 for the cal- 
years 1933 through 1942. and 
$3,000 thereafter.) 

(b) in determining the aggregate sum 

the^tinn^M RlfU for P^ed'ng years, 
the total of the amounts allowed as de- 

w» CU °!S ,or 016 speclnc exemption, un- 
nw,„? < i Ctlon i 2521 and “ le cor Tesponding 

tin nnn 0nJI «^ Prtor laws ’ aha11 not exceed 
330.000. Thus, if the only preceding 

years during which the donor made gifts 
were 1040 and 1941 (at which time the 
2*5®?. exemption allowable was 
340.000). and If in his returns for those 
years the donor claimed deductions to- 
tallng 340,000 for the specific exemption 

*non£ P ??* d . t 5 5CElble RUta totaling 
$110,000, then in determining the aggre¬ 
gate sum of the taxable gifts for preced- 

th ° deduction * Tor the specific 
exemption cannot exceed 330.000. and 
the aggregate sum of the donor's taxable 
m£ U , f °5 p 5 D ®* dta « year# will be $120,000 

re^nrm^fnl 1110 tiJ, 0,000 r(>ported on his 
I 0 * Preceding years). (The ai- 
lowable deduction for Uie specific exemp¬ 
tion was $50,000 for calendar years be¬ 
fore 193$. $40,000 for calendar years 1936 
through 1942. and $30,000 thereafter.) 

(c) If. during any preceding calendar 
year, the donor and his spouse consented 
to have gifts made to third parties con¬ 
sidered as made one-half by each spouse, 
pursuant to the provisions of section 2513 
or section 1000 if) of the Internal Reve¬ 
nue Code of 1939 (which corresponds to 
section 2513). these provisions shall be 
taicen Into account in determining the 
aggregate sum of the taxable gifts for 
that preceding calendar year. 
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fd> If interpretations of the gift tax 
Jaw in prior calendar years resulted in 
the erroneous inclusion of property for 
gift tax purposes which should have been 
excluded, or the erroneous exclusion of 
property which should have been in¬ 
cluded. adjustments must be made in 
order to arrive at the correct aggregate 
of taxable gifts for preceding yearn 
However, see section 1000 (e) and (g) or 
the 1939 Code relating to certain dis¬ 
cretionary trusts and reciprocal trusts. 

J 2 ^°i~ 2 Vat ™‘ion of certain gifts 
/orprecodinj calendar years. Section 
2504 <c) provides that if the valuation ot 
a transfer for gift tax purposes with 
respect to a gift made in aVeceding 
calendar year is at issue, and if the statu¬ 
tory period within which an assessment 
may be made with respect to the gift has 
expired and a tax has been actually as¬ 
sessed or paid for such prior calendar 
year, then the value of the gift for pur- 
Po«« of arriving at the correct amount 
?I, ”? xal, te gifts for preceding years 
is the value which was used in computing 
the tax for the lost preceding calendar 
year for which a tax was assessed or paid 
J® d ' rRhap ‘« r 12of the Internal Revenue 
Code of 1954 or the corresponding pro- 
vislons of prior laws. However, this rule 
will not prevent an adjustment in value 
where no tax was paid or assessed for the 
Prior year. Furthermore, this rule does 
not apply to adjustments involving issues 

<d * C of ^sVt^T 1100 ' ** ParaBraph 

TSANSTEI5S 

* 25.2511 Statutory provisions; trans¬ 
fers in general. 


8 »c. 2811. Transfer, in general —In) Scone 
ehanSi ,,ml toUona contained In this 

. .“to tout Imposed by section 2601 
ahall apply whether the transfer U In trust or 
otherwise, whether the gift u direct or In¬ 
direct. and whether the property to real or 
personal tangible or lutajigible; but in the 
r^f. 1.* nonreeident not a citizen of the 

t)^. lt ^r^™'.* h *, 11 " pp!y 10 * transfer only If 
Uteja-operty to situated within the United 

„Jto> St(x '* ' n corporation. Shares of stock 
owned and held by a notuwaldent not a dtl- 
k« of the United State. »hall be d«med 
w * UUn *toe United States only if 
Issued by a domestic corporation. 

Th. 25 in 1 'i I Transfers In general, (a) 
The gift tax applies to a transfer 
by way of gift whether the transfer is 
i if* 184 , or othe r»ise, whether the gift 
is direct or indirect, and whether the 
U r E al or Personal, tangible or 
intangible. For example, a taxable 
transfer may be effected by the creation 
of a trust, the forgiving of a debt, the 
assignment of a Judgment, the assign¬ 
ment of the benefits of an insurance 
Policy, or the transfer of cash, certifi¬ 
cates of deposit, or Federal. State or 
municipal bonds. Statutory provisions 
^irmpt bonds, notes, bills and 
certificates of indebtedness of the Fed- 
f™’ Government or Its agencies and the 
interest thereon from taxation arc not 
applicable to the gift tax. since the Rift 
tax is an excise tax on the transfer and 
“ Pot » tax on the subject of the gift. 

<b) In the case of a nonresident alien 
who was not engaged in business in the 
united States (see } 25.250X-1) during 
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the calendar year, the tax Is Imposed only 
If the gift consisted of real estate or tan¬ 
gible personal property situated within 
the United States at the time of transfer. 
See 55 25.2501-1 and 25-2511-3. 

ic) The gift tax also applies to gifts 
indirectly made. Thus, all transactions 
whereby property or property rights or 
interests are gratuitously passed or con¬ 
ferred upon another, regardless of the 
means or device employed, constitute 
gifts subject to tax. See further 
5 25.2512-8. Where the law governing 
the administration of the decedent’s 
estate gives a beneficiary, heir, or next- 
of-kin a right to completely and un¬ 
qualifiedly refuse to accept ownership of 
property transferred from a decedent 
(whether the transfer is effected by the 
decedent’s will or by the law of descent 
and distribution of intestate property), 
n refusal to accept ownership does not 
constitute the making of a gift if the 
refusal Is made within a reasonable time 
after knowledge of the existence of the 
transfer. The refusal must be unequivo- 
cablc and effective under the local law. 
There can be no refusal of ownership 
of property after its acceptance. Where 
the local law docs not penult such a re¬ 
fusal. any disposition by the beneficiary, 
heir, or next-of-kin whereby ownership 
Is transferred gratuitously to another 
constitutes the making of a gift by the 
beneficiary, heir, or next-of-kin. In any 
case where a refusal 1s purported to 
relate to only a part of the property, 
the determination of whether or not 
there has been a complete and unquali¬ 
fied refusal to accept ownership will de¬ 
pend on all of the fact* and circum¬ 
stance* In each particular case, taking 
into account the recognition and effec¬ 
tiveness of such a purported refusal 
under the local law. In the absence of 
facts to the contrary. If a person fails 
to refuse to accept a transfer to him of 
ownership of a decedent's property 
within a reasonable time after learning 
of the existence of the transfer, he will 
be presumed to have accepted the prop¬ 
erty. In Illustration, If BlackAcre was 
devised to A under the decedent’s will 
(which also provided that all lapsed leg¬ 
acies and devises shall go to B, the resid¬ 
uary beneficiary), and under the local 
law A could refuse to accept ownership 
in which case title would be considered 
as never having passed to A, A’s refusal 
to accept Blackacre within a reasonable 
time of learning of the devise will not 
constitute the making of a gift by A to 
B. However, if a decedent who owned 
Oreenacrc died Intestate with C and D 
as his only heirs, and under local law 
the heir of an Intestate cannot, by refusal 
to accept, prevent himself from becom¬ 
ing a r owner of intestate property, any 
gratuitous disposition by C (by whatever 
term it Is known) whereby he gives up 
his ownership of a portion of Greonacre 
and D acquires the whole thereof con- 
stitucs the making of a gift by C to D. 

(d> If a Joint income tax return is 
filed by a husband and wife for a taxable 
year, the payment by one spouse of all or 
part of the Income tax liability for such 
year is not treated as resulting in a trans¬ 
fer which la subject to gift tax. The 
same rule is applicable to the payment of 


gift tax for a calendar year In the case of 
a husband and wife who have consented 
to have the gifts made considered as 
made half by each of them in accordance 
with the provisions of section 2513. 

(e> If a donor transfers by gift less 
than his entire interest in property, the 
gift tax is applicable to the Interest 
transferred. The tax is applicable, for 
example, to the transfer of an undivided 
half interest in property, or to the trans¬ 
fer of a life estate when the grantor re¬ 
tains the remainder interest, or vice 
versa. However, If the donor’s retained 
interest is not susceptible of measure¬ 
ment on the basis of generally accepted 
valuation principles, the gift tax is ap¬ 
plicable to the entire value of the prop¬ 
erty subject to the gift. Thus, if a 
donor, aged 65 years, transfers a life 
estate in property to A. aged 25 years, 
with remainder to A s issue, or in default 
of issue, w’lth reversion to the donor, the 
gift tax will normally be applicable to 
the entire value of the property. 

(f) If a donor is the owner of only a 
limited interest in property, and trans¬ 
fers his entire interest, the interest is in 
every case to be valued by the rules set 
forth in $5 25.2512-1 through 25,2512-7. 
If the interest is a remainder or reversion 
or other future interest, it is to be valued 
on the basis of actuarial principles set 
forth In 5 25.2512-5. or if it is not suscep¬ 
tible of valuation in that manner, in ac¬ 
cordance with the principles set forth in 
5 25.2512-1. 

(g) (1) Donative intent on the part of 
the transferor is not an essential clement 
in the application of the gift tax to the 
transfer. The application of the tax is 
based on the objective facts of the trans¬ 
fer and the circumstances under which 
it is made, rather than on the subjective 
motives of the donor. However, there 
are certain types of transfers to which 
the tax is not applicable. It is applicable 
only to a transfer of a beneficial interest 
In property. It is not applicable to a 
tranter of bare legal title to a trustee. A 
transfer by a trustee of trust property 
in which he has no beneficial interest 
does not constitute a gift by the trustee 
(but such a transfer may constitute a 
gift by the creator of the trust, if until 
the transfer he had the power to change 
the beneficiaries by amending or revok¬ 
ing the trust). The gift tax is not ap¬ 
plicable to a transfer for a full and 
adequate consideration in money or 
money’s worth, or to ordinary business 
transactions, described in 5 25.2512-8, 

(2) If a trustee has a beneficial inter¬ 
est in trust property, a transfer of the 
property by the trustee is not a taxable 
transfer if it is made pursuant to a 
fiduciary power the exercise or nonexer¬ 
cise of which is limited by a reasonably 
fixed or ascertainable standard which is 
sot forth in the trust instrument. A 
clearly measurable standard under which 
the holder of a power is legally account¬ 
able is such a standard for this purpose. 
For Instance, a power to distribute corpus 
for the education, support, maintenance, 
or health of the beneficiary: for Ills rea¬ 
sonable support and comfort; to enable 
him to maintain his accustomed stand¬ 
ard of living; or to meet an emergency, 
would be such a standard. However, a 


power to distribute corpus for the pleas¬ 
ure. desire, or happiness of a beneficiary 
is not such a standard.. The entire con¬ 
text of a provision of a trust instrument 
granting a power must be considered in 
determining whether Jthe power Is limited 
by a reasonably definite standard. For 
example, if a trust instrument provides 
that the determination of the trustee 
shall be conclusive with respect to the 
exercise or nonexercise of a powrr, the 
power is not limited by a reasonably defi¬ 
nite standard. However, the fact that 
the governing instrument 1s phras/ d in 
discretionary terms is not in itscli an 
indication that no such standard exist s, 
(h) The following are examples of 
transactions resulting in taxable i its 
and in each case it is assumed that the 
transfers were not made for an adequate 
and full consideration in money or 
money’s worth: 

(1) A transfer of property by a cor¬ 
poration to B is a gift to B from the 
stockholders of the corporation. If B 
himself is a stockholder, the transfer is 
a gift to him from the other stockholders 
but only to the extent it exceeds B’s own 
interest in such amount as r. shareholder. 

A transfer of property by B to a corpo¬ 
ration generally represents gifts by B to 
the other individual shareholder? of the 
corporation to the extent of their pro¬ 
portionate interests in the corporation. 
However, there may be an exception to 
this rule, such as a transfer made by an 
individual to a charitable, public, politi¬ 
cal or similar organization which may 
constitute a gift to the organization as a 
single entity, depending upon the facts 
and circumstances in the particular case 

(2) The transfer of property to B 
there is imposed upon B the obligation of 
paying a commensurate annuity to C is a 

gilt to C. .. 

(3) The payment of money or the 
transfer of property to B in considera¬ 
tion of B's promise to render a service *o 
C is a gift to C, or to both B and C. de¬ 
pending on whether the service to oe 
rendered to C is or is not an adequate ana 
full consideration In money or money * 
worth for that which Is received by B 
Sec section 2512 <b> and the regulation 

thereunder. . , _ 

<4* If A creates a Joint bank account 
for himself and B tor a similar type w 
ownership by which A can regain the f * 
lire fund without B’s consent i . there « » 
grift to B when B draws upon the necouni 
for bis own benellt. to the extent of tnc 
amount drawn without any obligation 
account for a part of the pro®*** 5 J®'‘ 
Similarly, if A purchases a United SW* 
savings bond registered as pnJWbie £ 
• A or B.” there is a gift to B when B 
renders the bond for cash without a- > 
obligaUon to-account for a part oi u. 

Pr <5* :C If Awith his own funds P ur ^*£ 
property and has the title wn'f.' 1 
himself and B as joint owners, 
rights of survivorship (other than a J 
ownership described in ^ajnpie «* ^‘ 

which rights may be defeated by either 

party severing his of 

to B In the amount of half the■ »ai 
the property. However, sec *“^uutc, 
relative to the creation of a Joint ufCJ1 
(or tenancy by the entirety > 
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husband and wife in real property with 
ri hta of survivorship which, unless the 
donor elects otherwise is not considered 
as a transfer includible for Federal gift 
ta . purposes at the time of the creation 
“,*** -f° lnt tenancy. See {25.2515-2 
*ith respect to determining the extent to 
aiiich the creation of a tenancy by the 
entirety constitutes a taxable gift If the 
donor elects to have the creation of the 
tci. 'ncy so treated. See also I 25.2523 
•i.'-1 with respect to the marital deduc¬ 
tion allowed In the case of the creation of 
a joint tenancy or a tenancy by the 
entirety. 

<6i if a Is possessed of n vested re¬ 
mainder interest In property, subject to 
being divested only in the event he should 
isn to survive one or more individuals 
or the happening of some other event an 
lmvocable assignment of all or any part 
of his interest would result in a transfer 
inc.udlble for Federal gift tax pur- 
W B W* l « r paragraph (<?> of 
125.2512-6 for the valuation of an in¬ 
terest of this type. 

' ‘l A, without retaining a power to 
revoke the trust or to change the bene- 
nclal interests therein, transfers property 
whereby B is to receive the in¬ 
come for life and at his death the trust is 
to t> i minate and the corpus is to be re¬ 
turned to A. provided A survives, but if A 
predeceases B the corpus Is to pass to C 
A has mnde a gift equal to the total value 
'? r ? pcrty less ‘he value of his rc- 
i « ^ Paragraph (e) of 

125.512-5 for the valuation of th 
«»onor s retained Interest. 

,J,®' lt ***• insured purchases a life 
' n ^" ce P°Ucy. or pays a premium on 
a previously issued policy, the proceeds 
” are payable to a beneficiary 

?L b u ar,C8 other than hls «*t*t£ 

«»PCct to which.the insured 
reversionary interest in him- 
Z his and no P° WPr to revest 
rfr, n°mlc benefits in himself or his 
SSI' °L to change the beneficiaries or 
^ Proportionate benefits tor if the 
d. • ^ relinquishes by assignment, by 
of ? ncw beneficiary or othcr- 
liu wi2Z*¥°£ powcr 0131 «as retained 
1L m, J* £ lssuod P° llcy > • the insured 

or a B ot lhe valuc of the poltcy. 
«te»t of the premium paid! 

b®enc‘aret rl , Bbt of the assignee or 

S d a ^/ K r 1Ve H 16 * con- 

th* * urv lving the insured. 

ties £4 y5gaS£ Wc lmuroncc poli - 

and « i)^ C prope ^y held by a husband 
to pStoL' C °? unimIty Property is used 
upon hus- 
fc*fcna t«i th ^ d , person 18 revocably 
State .1* beneficiary and under the 
SgyS ““ bur band’s death is con- 
Uit wtfeoSlS. 6 , absolutc the transfer by 
‘be tin» iflE If \ 8Ut by 1116 wire at 
the amoimt^nf band's death of half 
insurance 1 * thC proceeda of such 

*uant’ to u *2f :08,011 plan ( P u r- 

H*ht to nniir" be has an unqualified 

option to 0 take U «ltrK *“ cmp,0 > ec has an 
fatty for htmLr U J cr a retirement an¬ 
nuity to &bMor a smaller an- 
annufty Jf Uh B survivorship 

ble eJectiotTho lii 0 hIs wifc ’ an trrevoca-- 
tl0n by the employee to take the 
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reduced annuity in order that an annuity 
maybe paid, after the employee's death 
bj>.bb wtfe results In the making of a 
gift. However, see section 2517 and the 
regulation.' thereunder for the exemp- 
tlon from gift tax of amounts attrlbut- 
R ble to employers’ contributions under 
qualified plans and certain other con- 
tracts. 


125.2511-2 Cessation of donor’s do¬ 
minion and control (a) The gift tax is 
not imposed upon the receipt of the prop- 
erty by the donee, nor is it necessarily 
determined by the measure of enrich¬ 
ment resulting to the donee from the 
4 ^ or 15 11 conditioned uix>n 
ability to Identify the donee at the time 
of the transfer. On the contrary, the 
tax U a primary and personal liability of 
the donor, is an excise upon hls act of 
making the transfer, is measured by the 
value of the property passing from the 

f hcs rc 8 ar <H«* of the fact 
that ttie identity of the donee may not 
then be known or ascertainable. 

<b> As to any property, or part there¬ 
of or Interest therein, of which the donor 
has so parted with dominion and control 
ax to leave in him no power to change its 

for hls own benefit 
or for the benefit of another, the gift is 
complete. But if upon a transfer of 
property (whether in trust or otherwise) 
tlic donor reserves any power over its 
disposition, the gift may be wholly in¬ 
complete, or may be partially complete 
and partially incomplete, depending 
upon all the facts in the particular case 
Accordingly. in every case of a transfer 
of property subject to a reserved power, 
the terms of the power must be examined 
and its scope determined. For example 
f a donor transfers property to another 
in trust to pay the income to the donor 
ot accumulate it in the discretion of the 
trustee, and the donor retains a testa¬ 
mentary power to appoint the remainder 
among his descendants, no portion of the 
transfer is a completed gift. On the 
other hand, if the donor had not retained 
the testamentary power of appointment. 

that the remainder 
should go to X or his heirs, the entire 
transfer would be a completed gift 
However, if the exercise of the trustee’s 
power in favor of the grantor Is limited 
by a fixed or ascertainable standard (see 
paragraph (g) <2) of f 25-2511-1). en¬ 
forceable by or on behalf of the grantor 
then the gift Is incomplete to the extent 
or the ascertainable value of any rights 
thus retained by the grantor. 

(c) A gift is incomplete in every in¬ 
stance in which n donor reserves the 
power to revest the beneficial title to the 
property In himself. A gift Is also in¬ 
complete If and to the extent that a rc- 
rerved power gives the donor the power 
to name new beneficiaries or to change 
the interests of the beneficiaries as be¬ 
tween themselves unless the power is a 
fiduciary power limited by a fixed or 
ascertainable standard. Thus, if an 
estate for life is transferred but, by 
an exercise of a power, the estate may 
be terminated or cut down by the donor 
t; one of tess value, and without restric¬ 
tion upon the extent to which the estate 
may be so cut down, the transfer consti¬ 
tutes an Incomplete gift. If in this ex- 
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ample the power was confined to the 
right to cut down the estate Tor life to 
one for a term of five years, the certainty 
0 f“° C ? tate { or not Icsa than that term 
results In a sift to that extent complete. 

(a) A gift is not considered incom- 
Plete, however, merely because the donor 
reserves the power to change the manner 
or time of enjoyment. Thus, the creatton 
of a trust the Income of which la to be 
paid annually to the donee for a period 
or years, the corpus being distributable 
to him at the end of the period, and the 
power reserved by the donor being 
ll , tBl .' cd to a rl «ht to require that. Instead 
of the Income being so payable. It should 
be accumulated and distributed with the 
corpus to the donee at the termination 
i ‘he period, constitutes a completed 

gilt. 

(e> A donor lx considered as himself 
having a power if It lx exercisable by him 
In conjunction with any person not hov- 
mg a substantial adverse Interest In the 
disposition of the transferred property 
or the income therefrom. A trustee, ox 
such, lx not a person having an adverse 
Interest In the disposition of the trust 
property or its Income. 

(f> The relinquishment or termina¬ 
tion of a power to change the benefi¬ 
ciaries of transferred property, occurring 
otherwise than by the death of the donor 
(the statute being confined to transfers 
by living donors), lx regarded as the 
event which completes the gift and 
causes the tax to apply. For example. If 
A transfers property In trust for the 
benefit of B and C but reserves the power 
as trustee to change the proportionate 
interests of B and C, and if A thereafter 
has another person appointed trustee 
in place of himself, such later relin¬ 
quishment of the power by A to the new 
trustee completes the gift of the trans. 
ferred property, whether or not the new 
trustee has a substantial adverse inter¬ 
est. The receipt of Income or of other 
enjoyment of the transferred property 
, 4 ^ the transferee or by the beneficiary 
(other than by the donor himself) during 
the interim between the making of the 
initial transfer and the relinquishment 
or termination of the power operates to 
free such income or other enjoyment 
from the power, and constitutes a gift 
of such income or of such other enjoy¬ 
ment taxable ax of the calendar year of 
its receipt If property is, transferred 
in trust to pay the Income to A for life 
with remainder to B. powers to dis¬ 
tribute corpus to A. and to withhold in¬ 
come from A for future distribution to 
B ; *raPOwej» to change the beneficiaries 
of the transferred property. 

(g) If a donor transfers property to 
himself as trustee (or to himself and 
some other person, not possessing a sub¬ 
stantial adverse interest, as trustees) 
and retains no beneficial interest In the 
trust property and no power over it ex¬ 
cept fiduciary powers, the exercise or 
nonexercise of which U limited by a fixed 
or ascertainable standard, to change the 
beneficiaries of the transferred property, 
the donor has made a completed gift and 
the entire value of the transferred prop¬ 
erty is subject to the gift tax. 

(h) If a donor delivers a properly in¬ 
dorsed stock certfifcate to the donee or 
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the donee’s agent. the gift Is completed 
for gift tax purposes on the date of de- 
Uvery. If the donor delivers the certifi¬ 
cate to his bank or broker as his agent, 
or to the issuing corporation or its trans¬ 
fer agent, for transfer Into the name of 
the donee, the gift Is completed on the 
date the stock Is transferred on the books 
of the corporation. 

<j) if the donor contends that a 
power is of such nature as to render the 
gift incomplete, and hence not subject 
to the tax as of the calendar year of 
the initial transfer, the transaction shall 
be disclosed in the return and evidence 
showing all relevant facts, Including a 
copy of the instrument of transfer, 
should be submitted. 

$ 25.2511-3 Transfers by nonresidents 
not citizens —<a> In general Sections 
2511 and 2501 contain provisions relating 
to the taxation of transfers by nonresi¬ 
dent alien donors. (See paragraph <b> 
of 5 25.2501-1 for definition of the term 
“resident.”) As combined these rules 
are— 

< i > if the nonresident alien donor w as 
not engaged in business in the United 
States during the calendar year in which 
the gift was made, the tax applies only 
to the transfer of real property and tan¬ 
gible personal property situated in the 
United States. 

1 2) If the nonresident alien donor w r as 
engaged in business in the United States 
during the calendar year in which the 
gift was made, the tax applies to the 
transfer of all property (whether real or 
personal, tangible or Intangible) situated 
In the United States. 

cb> Situs of property. (1) Real prop¬ 
erty, tangible personal property, and. 
except as otherwise provided in subpara¬ 
graph (2) of this paragraph (relating to 
shares of stock), the written evidence of 
Intangible personal property which is 
treated as being the property Itself arc 
within the United States if physically 
situated therein. For example, a bond 
for the payment of money Is not within 
the United 8tates unless physically sit¬ 
uated therein. Intangible personal prop¬ 
erty tlt£ written evidence of which is not 
treated as being the property itself con¬ 
stitutes property within the United 
States if consisting of a property right 
issuing from or enforceable against a 
resident of the United States or a domes¬ 
tic corporation (public or private) irre¬ 
spective of w T here such written evidence 
is physically located. 

(2) Shares of stock owned and held 
by a nonresident alien donor constitute 
property within the United States if is¬ 
sued by a domestic corporation, irrespec¬ 
tive of where the certificates are physi¬ 
cally located. However, since a share of 
stock is intangible property, the transfer 
by a nonresident alien donor of a share 
of stock Issued by a domestic corporation 
would, under the provisions of para¬ 
graph <a) of this section, be subject to 
the tax only if the donor was engaged 
in business in the United States during 
the calendar year in which the gift was 
made. ,- 

(3) Shares of stock owned and held 
by a nonresident alien donor do not con¬ 
stitute property within the United States 
if issued by a corporation which is not 


price of $12 Is taken as representing 
the fair market value of a share of 
the stock as of the date of the gift 


a domestic corporation, irrespective of 
where the certificates are physically lo¬ 
cated. Therefore, the tax will not under ^ 

any circumstances apply to the transfer / <3XlO> +<2X15 ) \ ^ instead, the 

of a share of such stock by a nonresident \ 

alien donor. 


S 25.2512 Statutory provisions; ralua- 
tion of gifts. 

Sec. 2512. Valuation of gifts, (a) If the 
gut ir mad© in property, tbo value thereof 
at the date of the gift ahall be considered 

the amount of the gift. ._ 

(b) Where property U transferred for leas 
than an adequate and full conatderaUon In 
money or money’* worth, then the amount 
by which the value of the property exceeded 
the value of the consideration ehali be 
deemed a gUt. and ah all he Included in com¬ 
puting the amount of gtlta mode during the 
calendar year. 

5 25 2512-1 Vofudffon of property: in 
general Section 2512 provides that If a 
gift is made in property, its value at the 
date of the gift shall be considered the 
amount of the gift. The value of the 
property is the price at which such prop¬ 
erty would change hands betw r een a will¬ 
ing buyer and a willing seller, neither be¬ 
ing under any compulsion to buy or to 
sell, and both having reasonable knowl¬ 
edge of relevant facts. The value of a 
particular kind of property is not the 
price that a forced.sale of the property 
would produce. The value is generally 
to be determined by ascertaining as a 
basis the fair market value at the time of 
the gift of each unit of the property. 
For example, in the case of shares of 
stocks or bonds, such unit of property is 
generally a share or a bond. Property 
shall not be returned at the value at 
which it is assessed for local tax purposes 
unless that value represents the fair mar¬ 
ket value thereof on the date of the gift. 
All relevant facts and elements of vali\e 
as of the time of the gift shall be con¬ 
sidered. See t ~* 25.2512-2 through 
25 2512-6 for further information con¬ 
cerning the valuation of particular kinds 
of property. 

i 25.2512-2 Stocks and bonds —<a> 
in general. The value of stocks and 
bonds is the fair market value per share 
or bond on the date of the gift. 

(b) Based on selling prices. If there 
Is a market for stocks or bonds, on a stock 
exchange, in an over-the-counter mar¬ 
ket, or otherwise, the mean between the 
highest and lowest quoted selling prices 
on the date of the gift is the fair market 
value per share or bond. If there were 
no sales on the date of the gift, but there 
wore sales on dates within a reasonable 
period both before and after the date of 
the gilt, the fair market value is deter¬ 
mined by taking a weighted average of 
the means between the highest and low¬ 
est sales on the nearest date before and 
the nearest date after the date of the 
gift. The average is to be weighted in¬ 
versely by the respective numbers of 
trading days between the selling dates 
and the date of the gift. For example, 
assume that sales of stock nearest the 
date of the gift (Friday. June 15) oc¬ 
curred two trading days before (Wednes¬ 
day. June 13) and three trading days 
after (Wednesday. June 20) and that on 
these days the mean sale prices per share 
were $10 and $15, respectively. The 


mean sale prices per share on June 
13 and June 20 w’ere $15 and $10, 
respectively, the price of $13 Is taken 
as representing the fair market value 
^ (3X15) -h3x 10)^ if stocks or bonds 

are listed on more than one exchange, 
the records of the exchange where the 
stocks or bonds are principally dealt in 
should be employed. In valuing lifted 
securities, the donor should be careful to 
consult accurate records to obtain values 
as of the date of the gift. If quotations 
of unlisted securities are obtained from 
brokers, or evidence as to their sale is 
obtained from officers of the Issuing com¬ 
panies. copies of letters furnishing such 
quotations or evidence of sale should be 
attached to the return. 

(c) Based on bid and asked prices. II 
the provisions of paragraph (b) of this 
section are inapplicable because actual 
sales are not available during a reason¬ 
able period beginning before and ending 
after the date of the gift, the fair market 
value may be determined by taking the 
mean between the bona fide bid and 
asked prices on the date of the gift, or u 
none, by taking a weighted average ol the 
means between the bona fide bid and 
asked prices on the nearest trading date 
before and the nearest trading date af*er 
the date of the gift, if both such ****** 
dates are within a reasonable per.o t 
The average Ls to be determined in &c 
manner described in paragraph *b) 

this section. .. . 

<d) Where selling prices and bid and 
asked prices are not available for d*. - 
both before and after the date of gift. U 
the provisions of paragraphs (b) and c 
of this section are InappUcable becau^ 
no actual sale prices or «IUOted bw Me 
bid and asked prices are * va ^ le * 
date within a reasonable P? 110 ? 
the date of the gift, but such prices are 
available on a date within a rc^nablo 
period after the date of the °t, 
versa, then the mean between the Id h 
est and lowest available sale prices 
bid ond asked prices may be taken a* 

**(«)* w/iere setting ^rtcesorm^.d 
asked prices do not , repr «^" t . l / ° l l edsb- 
ket value, in cases in whlchlt »» 
lishcd that the value per bond or : 
of any security determined on th 
of the selling or bid and asked price 
provided under paragraphs | ' Uic 

<d* of this section does not represent 
fair market value thereof, then some 
reasonable modification ofthe'aUi«°„ i 
termlned on that basis or otto«r W»e „ 
facts and elements of_v*h»° *h»/ 1 ^ arkct 
sidered in determining fa . t 

value. Where sales at or near the ^ 
of the gift are few or of » 
nature, such sales alone n • £ ex- 
cate fair market value, m ctruv 
ceptlonal cases, the stee °f the 

securities made the subject o of 

rate gift In Nation to the num^ y ^ 
sharea changing hands in selling 

relevant in determining w j the 

prices reflect the fair market *alue 
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t:or5- of stock to be valued. If the donor 
esn how that the block of stock to be 
nluc.l. with reference to each separate 
tifi. Is so large in relation to the actual 
on the existing market that It 
tould not be liquidated in a reasonable 
time without depressing the market, the 
. price which the block could be sold as 
rich outside the usual market, ns 
Um>m h an underwriter, may be a more 
srcuK/.e indication of value than mar¬ 
ket quotations. Complete data In sup¬ 
port tn any allowance claimed due to the 
•■■it of the block of stock being valued 
’ thoul.J be submitted with tiie return 
On it., other hand, if the block of stock 
to be valued represents a controlling 
merest. either actual or effective, in a 
C&iiv ' j si ness, the price at winch other 
m ch. nge hands may have little rela¬ 
tion to its true value. 

Where idling prices or bid and 
caed prices arc unavailable. If the pro- 
toom Of paragraphs (b>. <c>. and <d> 
of thte ection arc Inapplicable because 
actual rale prices and bona fide bid and 
Prices are lacking, then the fair 
value Is to be determined by tak- 
ms the following factors into considera- 
uon: 

<1' In the case of corporate or other 
wnd* the soundness of the security, the 
Merest yield, the date of maturity, and 
Other relevant factors: and 
<J> In the case of shares of stock, the 
jwnpar.y’s net worth, prospective cam- 
X cr dlvidend-pcying capacity, 
wd other relevant factors. 

Some of the "other relevant factors" re- 
i.rred to i n subparagraphs Hi and (2) 
Mthu paragraph arc: The goodwill of 

‘f : . the economlc outlook in the 
wnicular industry; the company's posl- 
wn in the industry and its management; 
a t ree of control of the business rep- 
^ the ; »lock of stock to be vnl- 
" he values of securities of corpo- 
«tton^n«aged in the same or similar 
i business which arc listed on a 
krhen7' h ^f e - However, the weight 
«her «^2S2 auch comparisons or any 
the iIm! c p^*ry factors considered in 
upon n r 7 n . at,on of a vaJ ue depends 
Serial inM 43 °/u each caw Complete 
pi* .f" d . °u her data u p° n which 

led tthh L 15 based should be submit- 
tTP 0 T , l f the return - including copies of 
n, *2?' examinations of the corn- 
toy t^?..^' accouD lants. engineers, or 
da ‘e^the8ff t eXperU “ ot or ncar ^ 

b **>eu??~ 3 . V ° Iuailon of interests tn 
■Wve *t'„J a> Care should be taken to 
Interi m " acc “ ra * valuation of any 
tt !fK bu T lncss whlcb toe donor 
eoastrt,^.* ^ 0 . 111 an adequate and full 
•Orth t>° D f ,n money or money's 
Inters r „ f air . market value ot any 
S 0 a business, whether a part- 

»mouru whi^ r ° Prictorship - 18 thc net 
•fctther an mS.Jl * UUn « Purchaser, 
•ouid pay or a corporation, 

**Uer. hmher .i*? 6 a,U>rest a willing 
“an to but ‘ b f ° 8 under any compul- 
mwonabl e y knni*! and 1)01,1 having 
l»cta. ihe tu.?° W J ec,8e of the relevant 
tout; of . l M Il ® t , va,u e I* determined on the 
* 0 factors Including— 


A * a!r R PP ralsa J as of the date of 
the gift of ail the assets of the business 
tangible and intangible, including good 
will; 

(2) The demonstrated earning capac¬ 
ity of the business; and 

*3> The other factors set forth in 
paragraph (D of $25.2512-2 relating 
to the valuation of corporate stock, to 
thc extent applicable 


Special attention should be given to de- 
terxniuing an adequate value of the good 
u ill of the business. Complete financial 
and other data upon which the valuation 
is based should be submitted with the 
return, including copies of reports of ex¬ 
aminations of the business made by ac¬ 
countants. engineers, or any technical 
experts as of or near the date of the gift. 

$ 25.2512-4 Valuation of notes ♦ The 
fair market value of notes, secured or 
unsecured, is presumed to be thc amount 
of unpaid principal, plus accrued inter¬ 
est to the date of the gift, unless the 
donor establishes n lower value. Unless 
returned at face value, plus accrued in¬ 
terest. it must be shown by satisfactory 
evidence that the note is worth less than 
the unpaid amount < because of the In¬ 
terest rate, or date of maturity, or other 
cause), or that the note Is uncollectible 
in part (by reason of the Insolvency of 
the party or parties liable, or for other 
cause), and that the property, if any 
pledged or mortgaged as security is 
insufficient to satisfy it. 

$ 25.2512-5 Valuation of annuities, life 
estates, terms for years , remainders and 
reversions—(a) in general. <|) The fair 
market value of annuities, life estates, 
terms for years, remainders and rever¬ 
sions Is their present value, determined 
under this section, except in the case of 
annuities and life insurance under con¬ 
tracts issued by companies regularly en¬ 
gaged in their sale. The valuation of 
such commercial annuity contracts and 
insurance policies Is determined under 
$ 25.2512-6. Where thc donor transfers 
property in trust or otherwise and retains 
an Interest therein, the value of the gift 
is the value of the property transferred 
less the value of the donor s retained in¬ 
terest. If the donor assigns or relin¬ 
quishes an annuity, life estate, remainder 
or reversion which he holds by virtue of 
a transfer previously made by himself or 
another, the value of the gift is the value 
of the interest transferred. 

(2) The present value of an annuity, 
life estate, remainder or reversion de¬ 
termined under this section which Is de¬ 
pendent on the continuation or termina¬ 
tion of the life of one person is computed 
by the use of Table I in paragraph if i of 
this section. The present value of an 
annuity, term for years, remainder or 
reversion dependent on a term certain is 
computed by the use of Table n in para¬ 
graph <f>. If the Interest to be valued 
Is dependent upon more than one life 
° r i*i hcre ** a tcrm certaln concurrent 
V* 7 u^ nc or morc Uvcs ’ *** Paragraph (e) 
of this section. For purposes of the 
computations described in this section 
thc age of a person is to be taken as the 
age of that person at his nearest birth¬ 
day. 
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(b) Annuities —>(1) Payable annually 
at end of year. If an annuity is payable 
annually at the end of each year during 
the life of an individual (as for example 
If the first pajment is due one year after 
the date of the gift). the amount payable 
annually is multiplied by the figure in 
column 2 of Tabic I opposite thc number 
of years in column 1 nearest the age of 
the individual whose life measures the 
duration of the annuity. Lf the annuity 
“ payable annually at the end of each 
year for a definite number of years, the 
amount payable annually Is multiplied 
oy the figure in column 2 of Table II 
opposite the number of years in column 1 
representing the duration of the annuity. 
The application of this subparagraph 

examr^s . iUustrated by Uie following 

Example (/). The donor a&sleni un nn _ 

SU'gAZ'V" * year l*** 61 * aanuaUy dur¬ 
ing hie life Immediately after an nnnu.il pay. 
ment has been made. The age ot the donor 
on the date of aulgiiment Is 40 years and 8 
f* 0 ? 1 **; reference to Table I. it U found 
innt the figure In column 2 opposite 41 
years Is 17,6853. The value of the gift u, 

I 7 «tt 53 > r0 ’ * 176,853 multiplied by 

Example (2), The donor was entitled to 
receive an annuity of #10.000 a year payable 
annually at the end of annual periods 
throughout u term of 20 years; the donor. 

hUV * eIa l )ft€d - makes a gift 
thereof to his son. By reference to Table II, 

It U found that the figure in column 2 oppo. 
site 5 years, the unexpired portion of the 
20-year period la 4 5151. The present value 
of the annuity u. therefore. #45.161 (#10 000 
multiplied by 45151). 1 ,WU 

(2) Payable at the end of semiannual 
quarterly, monthly, or weekly periods. 

If an annuity la payable at thc end 
of semiannual, quarterly, monthly, or 
w^’y Pfrlods during the life of an 
individual (as for example lf the first 
payment is due one month after the date 

f.u^' lhe a8greKBtc amount to be 
paid within a year Is first multiplied by 
the figure in column 2 of Table I opjxwite 
the number of years In column 1 nearest 
the age of the individual whose Ufo 
measures the duration of thc annuity. 
Tne product so obtained is then multi¬ 
plied by whichever of thc following fac¬ 
tors is appropriate: 

1.0087 tor semiannual payments, 

1.0130 far quarterly payments, 

1.0160 for monthly paymonts, 

1.0171 far weekly payments. 


If the annuity Is payable at the end of 
semiannual, quarterly, monthly, or week¬ 
ly periods for a definite number of years 
the ageregate amount to be paid within 
a year is first multiplied by the figure in 
column 2 of Table II opposite the number 
of years in column 1 representing the 
duration of the annuity. The product so 
obtained is then multiplied by whichever 
of the above factors is appropriate. Tiie 
Application of this subparagraph may be 
illustrated by thc following example: 

Example. The fact* are the tamo as those 
contained In example (1) wt forth in eub- 
Pwwgraph (1) above, except that the annuity 
“ Parable aemlanminlly. The aggregate an¬ 
nual amount, #10,000. la multiplied by the 
17 ^? 53 - nnd product multiplied by * 
1 0087. The value of the gift la. therefore. 
#178.391.62 (#10,000X17.0853 * 1.0087). 





8911 


RULES AND REGULATIONS 


(3) Payable at the beginning of an¬ 
nual. semiannual, quarterly. monthly, or 
weekly periods. <i> I i the first payment 
of an annuity for the life of an Indi¬ 
vidual Is due at the beg inning of the 
annual or other payment period rather 
than at the end (as for example If the 
first payment is to be made immediately 
after the date of the gift), the value of 
the annuity is the sum of (a) the first 
payment plus <b) the present value of 
a similar annuity, the first payment of 
which is not to be made until the end 
of the payment period, determined as 
provided in subparagraph <1» or <2> of 
this paragraph. The application of this 
subdivision may be illustrated by the 
following example: 

Example. Tbe donee ft made the bene¬ 
ficiary for life of an annuity of 050 a month 
from the Income of a truat. subject to the 
right reserved by the donor to cauac the 
annuity to be paid for hi* own benefit or 
for the benefit of another. On the day a 
payment U due. the donor relinquishes hi* 
reiverved power. The donee Is then SO yearn 
or age. The value of the gift t» $50 piua 
the product of $50 X 12X 14.S480 (see Table I) 

X 10159. or *9.100.82. 

(il) If the first payment of an annuity 
for a definite number of years Is due at 
the beginning of the annual or other 
payment period, the applicable factor Is 
the product of the factor shown In 
Table II multiplied by whichever of the 
following factors is appropriate: 

1.0350 for annual paymenta. 

1 0262 for «*mUmnual payment*. 

I 0218 for quarterly payment*. 

1.0180 for monthly payment*, ar 
1 0177 for weekly payment*. 

The application of this subdivision may 
be illustrated by the following example: 

Example. The donee la tho beneficiary of 
an annuity of *50 a month. »ubject to a 
reserved right In the donor to cause the 
annuity or the cash value thereof to be paid 
for his own benefit or the benefit of another. 
On the day a payment is due. the donor 
relinquishes the power. There are 300 pay¬ 
ment* to be made covering a period of 23 
years. Including the payment due. The value 
of the gift la the product of $50xl2x 16 4815 
< factor far 25 year*. Table II) x 1.0180. or 
$10,075.80. 

(c) Life estates and terms for years. 
If the Interest to be valued is the right 
of a person for his life, or for the life 
of another person, to receive the income 
of certain property or to use nonincome- 
producing property, the value of the in¬ 
terest is the value of the property multi¬ 
plied by the figure in column 3 of Table I 
opposite the number of years nearest to 
the actual age of the measuring life. If 
the interest to be valued is the right to 
receive income of property or to use non¬ 
income-producing property for a term 
of years, column 3 of Table II is used. 
The application of this paragraph may be 
Illustrated by the following example: 

Example . Tho donor, who during hi* lifo 
1* entitled to receive the Income from prop¬ 
erty worth $50,000. make* a gift of such 
interest. The donor Is 31 ycar* old on tho 


date of the gift. The value of the gift 1* 
$35,534 ($50,000 X 0.71068). 

<d> Remainders or reversionary in - 
tercsts. If the Interest to be valued is a 
remainder or reversionary interest sub¬ 
ject to a life estate, the value of the in¬ 
terest should be obtained by multiplying 
the value of the property at the date of 
the gift by the figure in column 4 of 'Table 

I opposite the number of years nearest 
the age of the life tenant. If the remain¬ 
der or reversion is to take effect at the 
end of a term of years, column 4 of Table 

II should be used. The application of 
this paragraph may be illustrated by the 
following example: 

Example. The donor tmnnten by gift 
property worth $50,000 which he l* entitled 
to receive upon the death at hi* brother, to 
whom the income for Ufe ha* been be¬ 
queathed. The brother at the date of the 
gift 1* 31 yeara of age. By reference to Table 
I. it l* found that the figure in colurtln 4 
opposite age 31 l* 0.28832. The voiue of the 
gift la. therefore. $14,406 ($ 50,000 x 0.28932 )♦ 

(e) Actuarial computations by the In - 
tcrnal Revenue Service. If the interest 
to be valued is dependent upon the con¬ 
tinuation. or termination of more than 
one life, or there is a term certain con¬ 
current with one or more lives, or if the 
retained Interest of the donor is condi¬ 
tioned upon survivorship, a special factor 
Is necessary. The factor is to be com¬ 
puted upon the basis of the Makchamlzed 
mortality table appearing as Table 38 
of United States Life Table and Actuarial 
Tables 1939-41, published by the United 
States Department of Commerce. Bureau 
of the Census, and Interest at the rate of 
3 4 percent a year, compounded annu¬ 
ally. Many such factors may be found 
In, or readily computed with the use of 
the tables contained in. a pamphlet en¬ 
titled ‘‘Actuarial Values for Estate and 
Gift Tax.” This pamphlet may be pur¬ 
chased from the Superintendent of Docu¬ 
ments. United States Government Print¬ 
ing Office. Washington 25, D. C. How¬ 
ever. if a special factor is required in 
the case of an actual gift, the Commis¬ 
sioner will furnish the factor to the donor 
upon request. The request must be ac¬ 
companied by a statement of the date of 
birth of each person, the duration of 
whose life may affect the value of the In¬ 
terest. and by copies of the relevant 
instruments. 

<f> The following tables shall be used 
in the application of the provisions of 
this section: 
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are to be mode to the company (a. g a single 
premium policy or paid-up policy) make* a 
gift of the contract. The value of the gift 
i* the amount which the company would 
charge for a tingle premium ©ontract of the 
same specified amount on the life of a person 
of the nge of the Insured. 

Example (4). a gift in made four months 
after the last premium due date of an ordi¬ 
nary life Insurance policy issued nine years 
and four months prior to the gift thereof by 
the insured, who wm 35 years of age at date 
cf Issue. The gross annual premium u 
• 2 . 811 . The computation follows: 

Terminal reserve at end of tenth 

year....—......— ..$14,001,00 

Terminal reserve at end of ninth 

year- l2 m w 
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Increase- 1.636 00 

One-third of auch Increase (the 
gift having been made four 
months following the last pre¬ 
ceding premium duo date), la, 545 33 
Terminal reserve at end of ninth 

year-- 12 . 965 00 

Interpolated terminal reserve at 

date of gift. 13,510.33 

Two-thirds of gross premium 

($2.811)-...-... 1,874.00 


J 2 p i J512-6 Valuation of certain life 
huiiraficc and annuity contracts. The 
valuta of a life insurance contract 
or of 1 contract for the payment of an 
nanii ty Issued by a company regularly 
flwniicd in the selling of contracts of 
Uwt character Is established through the 
**- e ot 1118 particular contract by the 
wmtnmy. or through the sale by the 
eomr^ny of comparable contracts. As 
»*JuaUon of an Insurance policy through 
0{ comparable contracts Is not 
ascertainable when the gift Is of 
•contract which has been in force for 
»mc time and on which further pre- 
5~ n i ,; *yments are to be made. 
»dd ma . y be approximated by 

,„ rvr n , l ® thc interpolated terminal re- 
tier V' 1 *be date of the gift the propor- 
of the gross premium last 

^erML°/ e J , ?l dnte or lhe * Ut w blch 

da£ r, * >er,od “Ending beyond that 
iwu!n nf;, howe '' er - because of the un- 
Dfoxm.n , 0 * the contrac t *uch ap- 
8* fuii v«? ls .? ot rea sonably close to 
w^fuil vaiue this method may not be 

/° a ° wto * examples, so far 
nr* of Hfe insurance contracts, 

there a?!f~ f h contracts on which 

«■ ° ui * 

A <l0n0r P urch »“* from » 
tract for ,h ° ,njUfAn<? ® contract or a con- 

niu, , f -SI T . me ,H t of "" “ nnul 'y- The 

e «"pte iff* ‘*. the C °“ t of tbe contract, 

a ur« tnVur-./" purchased 

*»at .,:,n*! v "*. * c ? m P»ny « single p.y- 
SaMSS 1 * the t*ms Of which 
•hEu^ity (or^h^H^.T* Po^enu of *1.200 

f n ««uU?ue»?^ Ur * , i on °* hu Plvo 

<* *&«■ L purchase. and when 

contract Sf grntllUouj,, y wwlgns 

which * ^ of lhc Uie 

** ^mmy c ? ln P an y would charge for 

m *m ni /, 52) providing for the pay- 

^y^otZ umi,y i ° r «*• uf c sr« 

* ae '°M*J l on AfS Hr°T nlr ’« • »fe Insur. 

7 *’ whlch "o further payments 


Value of the gift—-- is, 304 33 

S 25.2512-7 Effect of excise tax. If 
Jewelry, furs or other properly, the pur- 
chase ot which la subject to an excise 
tax is purchased at retail by a taxpayer 
and made the subject of gifts within a 
reasonable time after purchase, the pur¬ 
chase price, including the excise tax. is 
considered to be the fair market value of 
the property on the date of the gift in 
the absence of evidence that the market 
price of similar articles has increased or 
decreased in the meantime. Under other 
circumstances, the excise tax Is taken 
into account in determining the fair 
market value of property to the ex¬ 
tent, and only to the extent, that it 
affects the price at which the property 
would change hands beween a willing 

\ wffltog seller ' •* pr ° vided 

9 25.2512-8 Transfers for insufficient 
consideration. Transfers reached by the 
***** ftr ^ no * confined to those only 
w hich, being without a valuable consider¬ 
ation. accord with the common law con¬ 
cept of gifts, but embrace as well sales 
exchanges, and other dispositions of 
property for a consideration to the extent 
that the value of the property trans¬ 
ferred by the donor exceeds the value in 
money or money s w orth of the consider¬ 
ation given therefor. However, a sale, 
exchange, or other transfer of property 
made In the ordinary course of business 
(a transaction which is bona fide, at 
ftnd free from any donative 
intent). w iU be considered as made for an 
adequate and full consideration in money 
or money s worth. A consideration not 
leduciblc tc a value in money or money's 
worth, as love and affection, promise of 
marriage, etc., is to be whollf disre¬ 
garded. and the entire value of the prop- 
erty transferred constitutes the amount 
of the gift. Similarly, a relinquish¬ 
ment or promised relinquishment of 
dower or curtesy, or of a statutory estate 
created in lieu of dowser or curtesy, or of 
other marital lights in the spouse's pro¬ 


perty or estate, shall not be considered 
to any extent a consideration “in money 
or money s worth/* See. however, scc- 
tion 2516 nnd the regulations thereunder 
with respect to certain transfers incident 
to a divorce. 

9 25.2513 Statutory provisions: gift by 
husband or wife to third party; con- 
stdered as made one-half by each. 

Swc. 2513. Gift by husband or wife to third 
party — (a) Considered a* made one-half by 
each—(l) in general . A gill made by one 
•police to any person other than hbi spouse 
shall, for the purposes of this chapter, bo 
conaldered as made one-half by him and one- 

H but only if at the time 

I 7 ? e *i rt e * ch ’P 01 *** i* a citiecn or resident 
of the United States. This paragraph shall 
not apply with respect to a gift by n spouse 
of an interest in property If be creates In his 
spouse a general power of appointment, as 
defined in section 2514 (c). over such Interest. 
^ purposes of this section, an individual 
shan be considered as the spouse of another 
lndlvlduai only if he is married to such In¬ 
dividual at the time of the gift and does 
not remarry during the remainder of the 
calendar year, 

( 2 ) Consent of both spouses. Paragraph 
7 > »pply only if both ,poiiw. hate 
■Ignlf.ed (under the regulation, provided for 
In subsection (bn their coruent to the ap. 
plication of paragraph ( 1 ) In the case of all 
such gift* made during the calendar vcat by 
either while married to th* other. 

Cf<4 tim * ot unifying con- 
«enr—-( 1 ) if a nncr. a consent under this 
section shall be signified in such manner ns 
is provided under regulations prescribed by 
the Secretary or his delegate. 

( 2 ) Time. Such ©oment may be to signi¬ 
fied at any time after the close of the calen¬ 
dar year in which the gift was made, eubject 
to the following limitations^ 

< A , ) .,T h * consent may not be signified after 
the 15th day of April following the close of 
•ruch year, unless before such 15th day no 
return has been Died for such year by either 
' ln jrklch °*u»e the consent may not be 
•signified after a return for such year is filed 
by either spouse; 

» nmy not ** •Ignlfled after 

a notice of deficiency with respect to the tax 
far such year has been sent to cither spouse 
in accordance with section 6212 (a) 

(c) Revocation of consent. Revocation of 

a consent previously signified shall be made 
in such manner as Is provided under regula¬ 
tions prescribed by the Secretary or hla dele¬ 
gate. but the right to revoke a consent 
yenr~ U * iy wltil rcs P<'ct to a calendar 

aJL5? SSPL 9 *. ** Ut • ftap lh « 15th day of 
April following the close of such year if the 
consent was signified on or before such 15th 
aay; and 

( 2 ) Shull not extat if the conxent m not 
signified until alter such 15th day. 

(d) Joint and several liability for tax If 
the consent required by subsection (a) '( 2 ) 
la signified with respect to a gift made In 
any calendar year, the liability with reepect 

lmp08 * d *>y chapterof 
each spouse for such year shall be Joint and 


# 12H 513 ' 1 by husband or wife 

to third party considered as made one- 
half by each. <a) a gift made by one 
spouse to a person other than his <or 
her) spouse may, for the purpose of the 
gift tax, be considered as made one-half 
by him and one-half by his spouse, but 
only if at the time of the gift each spouse 
was a citizen or resident of the United 
^ purposes of this section, an 
individual is to be considered as the 
spouse of another individual only if he 
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was married to such individual at the 
time of the gift and does not remarry 
during the remainder of the calendar 
year. 

(b) The provisions of this section will 
apply to gift* made during a particular 
calendar year only if both spouses signify 
their consent to treat all gifts made to 
third parties during that calendar year 
by both spouses while married to each 
other as having been made one-half by 
each spouse. As to the manner and time 
for signifying consent, see $ 25.2513-2. 
Such consent, if signified w ith respect to 
any calendar year, is effective w*ith re¬ 
spect to all gifts made to third parties 
during such year except as follows: 

U) If the consenting spouses were 
not married to each other during a por¬ 
tion of the calendar year the consent is 
not effective with respect to any gifts 
made during such portion of the calendar 
year. Where the consent is signified by 
an executor or administrator of a de¬ 
ceased spouse, the consent is not effec¬ 
tive with respect to gifts made by the 
surviving spouse during the portion of 
the calendar year that his spouse was 
deceased. 

<2> If either spouse was a nonresi¬ 
dent not a citizen of the United States 
during any portion of the calendar year, 
the consent is not effective with respect 
to any gift made during that portion of 
the calendar year. 

(3> The consent is not effective with 
respect to a gift by one spouse of a prop¬ 
erty interest over which he created in 
his spouse a general power of appoint¬ 
ment (as defined in section 2514 <c>>. 

1 4 > If one spouse transferred property 
in part to his spouse and in part to # hird 
parties, the consent is effective with re¬ 
spect to the interest transferred to third 
parties only insofar as such interest is 
ascertainable at the time of the gift and 
hence severable from the interest trans¬ 
ferred to his spouse. See 5 25.2512-5 for 
the principles to be applied in the valua¬ 
tion of annuities, life estates, terms for 
years, remainders and reversions. 

(5> The consent applies alike to gifts 
made by one spouse alone and to gifts 
made partly by each spouse, provided 
such gifts were to third parties and do 
not fall within any of the exceptions set 
forth in subparagraphs (1) tnrough (4) 
of this paragraph. The consent may not 
be applied only to a portion of the prop¬ 
erty interest constituting such gifts. For 
example, a wife may not treat gifts made 
by her spouse from his separate property 
to third parties as having been made 
one-half by her if her spouse does not 
consent to treat gifts made by her to 
third parties during the same calendar 
year as having been made one-half by 
him. If the consent is effectively signi¬ 
fied on either the husband s return or 
the wife's return, all gifts made by the 
spouses to third parties (except as de¬ 
scribed in subparagraphs (1) through 
(4) of this paragraph), during the cal¬ 
endar year will be treated as having been 
made one-half by each spouse. 

<c> If a husband and wife consent to 
have the gifts made to third party donees 
considered as made one-half by each 
spouse, and only one spouse makes gifts 
during the year, the other spouse Is not 
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required to file a gift tax return provided: 
(1) The total value of the gifts made to 
each third party donee is not in excess 
of $6,000. and (2) no portion of the prop¬ 
erty transferred constitutes a gift of a 
future interest. If a transfer made by 
cither spouse during the year to a third 
party represents a gift of a future inter¬ 
est in property and the spouses consent 
to have the gifts considered as made 
one-half by each, a gift Ux return for 
such year must be filed by each spouse 
regardless of the value of the transfer. 
(See 5 25.2503-3 for the definition of a 
future interest, > 

<d> The following examples illustrate 
the application of this section relative to 
the requirements for the filing of a re¬ 
turn, assuming that a consent was ef¬ 
fectively signified: 

(1) A husband made gift* valued at 17.000 

during the year to n third party and hi* wife 
made no gUts. Each spouse la required to file 
a return. __ 

(2) A husband made gift* valued at $5,000 

to each o i two third parties during ibe year 
and hi* wife made no gift*. Only the hus¬ 
band l* required to file a return. (See 
125 0010-2.) ^ _ 

(3) A husband made gift* valued at $5,000 
to a third party, and the wife made gift* 
valued at $2,000 to the same third party dur¬ 
ing the year. Each spouse l* required to file 
a return. 

(4) A husband made gift* valued at $5,000 
to a third party and hi* wife mode gifts 
vulurd at $3,000 to another third party dur¬ 
ing tho year. Only the husband la required 
to file n return. (8e« I 25.6019- 2.) 

(5) A husband mAd© gift* valued at $2,000 
during the year to third par tie* which repre¬ 
sented gift* of future Interest* In properly 
(see | 25 2503-3), and hi* wife made no gift* 
during such calendar year. Each spouse 1* 
required to Ole ft return 


$ 23.2513-2 Manner and time of sto- 
nifying consent . (a) Consent to the 

application of the provisions of section 
2513 with respect to a calendar year 
shall, tn order to be effective, be signified 
by both spouses, If both spouses file 
gift tax returns within the time for sig¬ 
nifying consent, it is sufficient if— 

(1) The consent of the husband is 
signified on the wife’s return, and the 
consent of the wife is signified on the 
husband’s return; 

(2) The consent of each spouse is sig¬ 
nified on his own return; or 

(3) The consent of both spouses is 
signified on one of the returns 


If only one spouse files a gift tax return 
within the time provided for signifying 
consent, the consent of both spouses 
shall be signified on that return. How¬ 
ever. wherever possible, the notice of the 
consent la to be shown on both returns 
and it is preferred that the notice be 
executed In the manner described in sub- 
paragraph (1) of this paragraph. The 
consent may be revoked only as provided 
in $ 25.2513-3. If one spouse files more 
than one gift tax return for a calendar 
year on or before the 15th day* of April 
following the close of the calendar year, 
the last return so filed will, for the pur¬ 
pose of determining whether a consent 
has been signified, be considered as the 
return. 

<b) The consent may be signified at 
any time following the close of the cal¬ 


endar year, subject to the following limi¬ 
tations: . ^ 

(1) The consent may not be signified 
after the 15th day of April followin'- the 
close of the calendar year, unless before 
such 15th day no return has been tiled 
for the year by either spouse. In which 
case the consent may not be signified 
after a return for the year is filed by 
either spouse: and 

(2) The consent may not be signified 
for a calendar year after a notice of defi¬ 
ciency in gift tax for that year has been 
sent to either spouse in accordance with 
the provisions of section 6212. 

ic) The executor or administrator of 
a deceased spouse, or the guardian or 
committee of a legally incompetent 
spouse, as the case may be. may signify 
the consent. 

(d) If the donor and spouse consent 
to the application of section 2513. the 
return or returns for the calendar year 
must set forth, to the extent provided 
thereon, information relative to u.e 
transfers made by each spouse. 

5 25.2513-3 Revocation of consent. 
If the consent to the application of the 
provisions of section 2513 for a calendar 
year was effectively signified on or be¬ 
fore the 15th day of April followir the 
close of the calendar year, either spouse 
may revoke the consent by films in du¬ 
plicate with the district director of in¬ 
ternal revenue a signed statement or 
revocation, but only if the •UtemeBt* 
filed on or before such 15th day of April. 
Therefore, a consent which was no. - 
fccUvcly sonified until after tho lath 
day of April following the close of th« 
calendar year to which it applies nu > 
not be revoked. 

s 25.2513-4 Joint and several Uabih'v 
for tax. It consent to the application of 
the provisions of section 2513 is sl(?iiifl':d 
as provided tn t 25.2513-2. and not re¬ 
voked as provided in i ^ 
liability with respect to the entire p»i 
tax of each spouse for such calendar yt 
is Joint and several. See paragraph 
(d) of} 25.2511-1. 

I 25.2514 Statutory provisions: powers 
of appointment. 

Sec. 2514. Power, of 
Power, created on or before October ll. i*" 
An exerc!*, of a general power of 
mont created on or before 
shall be deemed a transfer of the 

individual possessing such 
failure to exercise such ft pO»» «‘ 1 * ^ 

plcte release of such a powor sha ^ 
deemed an exercise hereof- If ■ ® fnrr 
power of appointment createdon ^ 

October 21, 1942. has been P**^T**J 
so that It is no longer a iU cb 

appointment, the subsequent excm 

power shall not be deemed to be _ 

uf a general power o t •PP°^®^VJ5 

(1) Such partial release occurred 

November 1.1951. or under * 

(2) The donee of such P° wer , r on 

legal disability to nleue P? 

October 21. 1®«. and »ucb 

occurred not inter than 
termination of such legal dto*bim.>. 

lb) Poirer* created after r ,,j 

The exercise or releoee of # 21 1M3. 

appointment created after 21 by u>» 

•hull be deemed a trnn»fer of P f °P* 1 ° } dtt . 
Individual possessing euch pow". ^ 

clatmer or renunciation of such a i 







Saturday, November IS, I95S 

anointment shall not be deemed a release 

or such power. 

(c) Definition of general potter of appoint • 
tr.ent. For purpose* of this section, the term 
"general power of Appointment" mean* a 
power which 1 a exercisable In favor of the 
Individual possessing the power (hereafter 
In ;hl» subsection referred to as the **poas«- 
•cir"), his estate, his creditors, or the credi¬ 
tor at his estate; except that— 

(1) A power to consume, invade, or Appro¬ 
priate property for the benefit of the pcsses- 
icr which is limited by an ascertainable 
standard relating to the health, education, 
n 4 .port, or maintenance of the poseetwor 
shall not be deemed a general power of ap¬ 
pointment. 

<3> A power of appointment crested on or 
before October 21. 1*42. which Is exercisable 
by the possessor only In conjunction with 
another person shall not be deemed a general 
power of appointment. 

(U) In the caae of a power of appointment 
created after October 21, 1042. which U exer- 
disble by the possessor only in conjunction 
with another person— 

(A) If the power U not exercisable by the 
P°* Vsaor except in conjuncUon with the 
creator of the power—such power aIiaU not 
be deemed a general power of appointment; 

1 B» it the power is not exercisable by the 
PC ' < isor except in conjunction with a person 
having a substantial interest, in the property 
subject to the power, which la adverse to 
exerv Ue of the power in favor of the pos- 
Acsscir such power shall not bo deemed a 
general power of appointment. For the pur- 
jx*r, of this subparagraph a person who, 
Alu*r the death of the possessor, may bo 
Pressed of a power of appointment (with 
e pc^ t to the property subject to the pos- 
1 power) which he may exercise In hla 
own favor shall be deemed aa having an 
th * property and such Interest 
•as-i oc deemed adverse to such cxcrcl.sc of 
U>f • ■ ■■uenor', power: 

_[®J (after the application of eubpara- 
nj'fc-B (A) end (B)) the power U a general 
u* ? *PP°*ntmant and la ncrdisable in 
U ?Jl2 eh oU>er per * fm —tuch power shall 
w OMmed a general power of appointment 
«“T in respect of a fractional pin ofthe 
preperty subject to such power, such part to 

pr.'. ' , r ' 7 n h^ etl .h y <,,Vlt,,ng the v * lue of »uch 
(uXdfn» ?H th * numb " ot «** persons 
Uncl udlng- the poeoe«*,r) in favor of whom 
•ucii power la exercisable, 
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(2) 5 percent of the aggregate value of the 
aaaetj out of which, or the proceeds of which, 
the exerclac of the lapsed powers could be 
satisfied. 

(f) Date of creation of power. For pur - 
poses of this section a power of appointment 
created by a will executed on or before Oc- 
1042. shall be considered a power 
created on or before such date if the person 
executing such will dice be rare July 1, 1040 
without having republished such will, by 
ccdlcll or otherwise, after October 21. 1042, 


, "« b P«mp™Ph* IB) and (O). 

fs^jS h l1 h® deemed to be exercisable In 
"Person If It I* exercisable In favor 

“ Ut ®- bU CT eOUor». or 
* ar * d «ar* of his estate. 

ce-V? C ’7°‘ ton °! mother potccr In certain 
afur rJt p ? wcr of appointment created 
a »- U exercised by crcat- 
“nder thfilnSSTSi V Bppolnltnont which. 

“ "PPlicable local law. can be validly 

estate or Intent i?” 1 ® **" v ** t,n * ot 

»«hj«t to thTnl.^J * prop ® rt J r whlcb »•« 
solute 0 » n i!! ® m P°» ,r ' or susiwnd the ab- 
P° w « r °* "llenatlon of 
•iibom rSfiin' , 1 °?, per,od "acertalnable 
th. to «ie d«te of the creation of 

power .barTTT'.h ** ercto « ot the first 

u» th ® extent of the property 
t*™- **> deemed a 
•Baaing auch^power*.^ Y U “ '" d ' ,r “ ju *» P— 

ef < spj^,"„jl.°^f 0 '"] r - The lapse of a power 
lf *2. durtmfthi altCT October 21 . 

•**alo< *2*"”** 9f individual pos- 
of w PyW shall bo considered a rc- 
sentvnci T 150 mIe of the preccd- 

U r^et,f nowei h rf!^r Pply Wlth re *B cct tho 
10 exSnTJwlSlF * ny c ^ cndftr Tear only 
h»*v «>4n in^^f P r0pwty WhJeh 
^Peed by •* erc *** ot such 

***E2 S&* v “ ue u>e srcaUr ° r 

'*) * 4 . 000 , <* 


5 25.2514-1 Transfers under power of 
appointment —(a) Introductory. ( 1 ) 

Section 2514 treats the exercise of a gen¬ 
eral power of appointment created on or 
bc®fore October 21, 1942. as a transfer of 
property for purposes of the gift tax. The 
section also treats as a transfer of prop¬ 
erty the exercise or complete release of a 
general power of appointment created 
after October 21.1942. and under certain 
circumstances the exercise of a power of 
appointment (not a general power of ap¬ 
pointment) created after October 21. 
1942, by the creation of another power of 
appointment. See paragraph (d> of 
? 25.2514-3. Under certain circum¬ 
stances, also, the failure to exercise a 
power of appointment created after 
October 21. 1942. within a specified tJme, 
so that the power lapses, constitutes a 
transfer of property. Paragraphs <b> 
through (e) of this section contain 
definitions of certain terms used in 
55 25.2514-2 and 25.2514-3. See 
5 25.2514-2 for specific rules applicable 
to certain powers created on or before 
October 21. 1942. See 5 25.2514-3 for 
specific rules applicable to powers 
created after October 21. 1942. 

( b) Definition of • power of appoint¬ 
ment —(1) In general. The term 
power of appointment* includes ail 
powers which are In substance and effect 
powers ot appointment received by the 
donee of the powder from another person, 
regardless of the nomenclature used In 
creating the power and regardless of lo¬ 
cal property law connotations. For ex¬ 
ample. if a trust instrument provides 
that the beneficiary may appropriate or 
consume the principal of the trust, the 
power to consume or appropriate is a 
power of appointment. Similarly, a 
power given to a donee to affect the ben- 
efllcial enjoyment of a trust property or 
Its Income by altering, amending or re¬ 
voking the trust instrument or terminat- 
ing the trust is a power of appointment. 

A power In a donee to remove or dis¬ 
charge a trustee nnd appoint himself 
may be a power of appointment. For 
example, if under the terms of a trust 
instrument, the trustee or his successor 
has the power to appoint the principal of 
the trust for the benefit of individuals 
including himself, and A, another person, 
has the unrestricted power to remove 
or discharge the trustee at any time and 
appoint any other person. Including 
himself. A is considered as having 
a power of appointment. However, he 
would not be considered to have a power 
of appointment if he only had the power 
to appoint a successor, including himself, 
under limited conditions which did not 
exist at the time of exercise, release or 
lapse of the trustee's power, without an 
accompanying unrestricted power of re¬ 
moval. Similarly, a power to amend only 
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the administrative provisions of a trust 
instrument, which cannot substantially 
affect the beneficial enjoyment of the 
trust property or income, is not a power 
of appointment. The mere power of 
management, investment, custody of as¬ 
sets. or the power to allocate receipts 
and disbursements as between income 
and principal, exercisable In a fiduciary 
capacity, whereby the holder has no 
power to enlarge or shift any of the bene¬ 
ficial interests therein except as an in¬ 
cidental consequence of the discharge of 
such fiduciary duties Is not a power of ap¬ 
pointment. Further, the right In a ben¬ 
eficiary of a trust to assent to a periodic 
accounting, thereby relieving the trustee 
from further accountability, is not a 
power of appointment if the right of as¬ 
sent does not consist of any power or 
light to enlarge or shift the beneficial 
Interest of any beneficiary therein. 

1 2) Relation to other sections. For 
purposes of 11 25.2514-1 through 
25.2514—3, the term “power ot appoint¬ 
ment * docs not include powers reserved 
by a donor to him: elf. No provision of 
section 2514 or of 15 25.2514-1 through 
25 2514—3 is to be construed as in any 
way limiting the application of any other 
section of the Internal Revenue Code 
or of these regulations. The power 
of the owner of a property Interest al¬ 
ready possessed by him to dispose of his 
interest, and nothing more, is not a 
power of appointment, and the interest is 
includible In the amount of his gifts to 
the extent it would be includible under 
section 2511 or other provisions of the 
Internal Revenue Code. For example, if 
a trust created by 8 provides for payment 
of the income to A for life with power in 
A to appoint the entire trust property by 
deed during her lifetime to a class con¬ 
sisting of her children, and a further 
power to dispose of the entire corpus by 
will to anyone. Including her estate, and 
A exercises the inter vivo: power in favor 
of her children, she has necessarily made 
a transfer of her income interest which 
constitutes a taxable gift under section 
2511 (a), without regard to section 2514 
This transfer also results In a relinquish¬ 
ment of her general power to appoint by 
will, which constitutes a transfer under 
section 2514 if the power was created 
after October 21. 1942. 

(3) Powers over a portion of property. 

If a power of appointment exists as to 
part of an entire group of assets or only 
over a limited interest In property, sec¬ 
tion 2514 applies only to such part or 
Interest. 

(c) Definition of "general power of 
apj>ointmcnt "—< 1) / n general The 
term “general power of appointment* as 
defined in section 2514 (c) means any 
power of appointment exercisable in 
favor of the person possessing the power 
(referred to as the “possessor*), his 
estate, his creditors, or the creditors of 
his estate, except (1) joint powers, to the 
extent provided in 55 25.2514 2 and 
25.2514-3 and (U > certain powers lim¬ 
ited by an ascertainable standard, to the 
extent provided in subparagraph (2) of 
this paragraph. A power of appoint¬ 
ment exercisable to meet the estate tax, 
or any other taxes, debts, or charges 
which are enforceable against the pos- 
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sessor or his estate, Is included within 
the meaning of a power of appointment 
exercisable in favor of the possessor, his 
estate, his creditors, or the creditors 
of his estate. A power of appointment 
exercisable for the purpose of discharg¬ 
ing a legal obligation of the possessor or 
for his pecuniary benefit is considered a 
power of appointment exercisable in 
favor of the possessor or his creditors. 
However, for purposes of $5 25.2514-1 
through 25.2514-3. a power of appoint¬ 
ment not otherwise considered to be a 
general potvor of appointment is not 
treated as a general power of appoint¬ 
ment merely by reason of the fact that 
an appointee may. In fact, be a creditor 
of the possessor or his estate. A power 
of appointment is not a general power If 
by its terms it is either— 

Exercisable only in favor of one 
or more designated persons or classes 
other than the possessor or his creditors, 
or the possessor’s estate, or the creditors 
of his estate, or 

<b> Expressly not exercisable in favor 
of the possessor or his creditors, the pos¬ 
sessor’s estate, or the creditors. of his 
estate. 

A beneficiary may have two powers under 
the same instrument, one of which is a 
general power of appointment and the 
other of which is not. For example, a 
beneficiary may have a general power to 
withdraw a limited portion of trust 
corpus during his life, and a further 
power exercisable during his lifetime to 
appoint the corpus among his children. 
The latter power is not a general power 
of appointment ibut its exercise may 
cause a release of the former power ; see 
example in paragraph (b) (2) of this 
section). 

i2) Powers limited by an ascertainable 
standard . A power to consume, invade, 
or appropriate income or corpus, or both, 
for the benefit of the possessor which is 
limited by an ascertainable standard re¬ 
lating to the health, education, support, 
or maintenance of the possessor is, by 
reason of section 2514 (c) (1). not a gen¬ 
eral power of appointment. A power is 
limited by such a standard if the extent 
of the possessor’s duty to exercise and 
not to exercise the power is reasonably 
measurable in terms of his needs for 
health. educaUon. or support (or any 
combination of them). As used in this 
subparagraph, the words ’ support” and 
•’maintenance” arc synonymous and 
their meaning Is not limited to the bare 
necessities of life. A power to use prop¬ 
erty for the comfort, welfare, or happi¬ 
ness of the holder of the power is not 
limited by the requisite standard. Ex¬ 
amples of powers which ore limited by 
the requisite standard are powers ex¬ 
ercisable for the holder’s ’’support.” 
’’support in reasonable comfort," ”main- 
tenance in health and reasonable com¬ 
fort,” "support in his accustomed man¬ 
ner of living.” "education, including col¬ 
lege and professional education.” 
"health.” and "medical, dental, hospital 
and nursing expenses and expenses of 
invalidism.” In determining whether a 
power is limited by an ascertainable 
standard, it is immaterial whether the 
beneficiary is required to exhaust his 
other income before the power can be 
exercised. 
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(3) Certain powers under wills of <fc- 
cedents dying between January 1 and 
April 2,1948. Section 210 of the Techni¬ 
cal Changes Act of 1953 provides that if 
a decedent died after December 31. 1947, 
but before April 3. 1948. certain property 
interests described therein may, if the 
decedent’s surviving spouse so elects, be 
accorded special treatment In the deter¬ 
mination of the marital deduction to be 
allowed the decedent’s estate under the 
provisions of section 812 <e> of the In¬ 
ternal Revenue Code of 1939. See para¬ 
graph (h> of 5 81 47a of Regulations 105 
<28CFR<1939) 81.47a <h)). Thesection 
further provides that property affected 
by the election shall be considered prop¬ 
erty with respect to which the surviving 
spouse has a general pow T er of appoint¬ 
ment. Therefore, notwithstanding any 
other provision of law or of 15 25.2514-1 
through 25.2514-3. U the surviving spouse 
has made an election under section 210 
of the Technical Changes Act of 1953, 
the property which was the subject of 
the election shall be considered as prop¬ 
erty with respect to which she has a gen¬ 
eral power of appointment created after 
October 21. 1942, exercisable by deed or 
will, to the extent it was treated as an 
interest passtng to the surviving spouse 
and not passing to any other person for 
the purpose of the marital deduction In 
the prior decedent’s estate. 

<d) Definition of '*exercise." Whether 
a power of appointment is in fact exer¬ 
cised may depend upon local law. How¬ 
ever. regardless of local law. a power of 
appointment is considered as exercised 
for purposes of section 2514 even though 
the exercise is in favor of the taker in 
default of appointment, and irrespective 
of whether the appointed interest and 
the interest in default of appointment 
are idenUctn, or whether the appointee 
renounces any right to take under the 
appointment. A power of appointment 
is also considered as exercised even 
though the disposition cannot take effect 
until the occurrence of an event after 
the exercise takes place, if the exercise 
is irrevocable and. as of the time of the 
exercise, the condition was not impos¬ 
sible of occurrence. For example. If 
property is left in trust to A for life, with 
a power in A to appoint the remainder 
by an Instrument filed with the trustee 
during his life, and A exercises his power 
by appointing the remainder to B in the 
event that B survives A. A Is considered 
to have exercised his pow f er if the exer¬ 
cise was irrevocable. 

(e> Time of creation of power. A 
power of appointment created by will is 
in general considered as created on the 
date of the testator’s death. However, 
section 2514 <f > provides that a power of 
appointment created by a will executed 
on or before October 21, 1942. is con¬ 
sidered a power created on or before that 
date if the testator dies before July 1. 
1949. without having republished the 
wifi, by codicil or otherwise, after 
October 21, 1942. Whether or not a 
power of appointment created by an 
Inter vivos instrument executed on or 
before October 21, 1942, is considered a 
power created on or before that date 
depends upon the facts and circum¬ 
stances of the particular case. For 
example, assume that A created a 


revocable trust before October 21, 1942. 
providing for payment of income to B 
for life with remainder as B shall ap¬ 
point by will. If A dies after October 21, 
1942. without having exercised his power 
of revocation, B’s power of appointment 
is considered a power created alter 
October 21. 1942. On the other hand, 
assume that C created an irrevoe iblc 
inter vivos trust before October 21, 1042. 
naming T as trustee and providing (or 
payment of income to D for life with re¬ 
mainder to E. Assume further that T 
was given the power to pay corpus to D 
and the power to appoint a successor 
trustee. If T resigns after October 21, 
1942, and appoints D ns successor tru i tee, 
D is considered to have a power of ap¬ 
pointment created before October 21. 
1942. As another example assume 'hat 
F created an irrevocable inter vivos trust 
before October 21. 1942, providing for 
payment of Income to G for life with re¬ 
mainder as O shall appoint by will, but in 
default of appointment income to H for 
life with remainder as H shall appoint by 
will. IX O dies after October 21. 1942, 
without having exercised his pow cr of ap¬ 
pointment. H’s power of appointment is 
considered a power created before Octo¬ 
ber 21. 1942, even though It was only a 
contingent interest until G’s death. If. 
in this last example, G had exercised his 
power of appointment by creaUiv 1 a 
similar power in I, I’s power of appoint¬ 
ment would be considered a power 
created after October 21. 1942. A power 
' is not considered as created after Octo¬ 
ber. 21. 1942. merely because the power 
is not exercisable or the Identity of its 
holders is not ascertained until after thal 
date. 

f 25 2514-2 Powers of appointment 
created on or before October 21, 1942 
<a» In general. The exercise of » in * 
eral power of appointment created on 
or before October 21, 1942, is deemed 
lo be a transfer of property by the in¬ 
dividual possessing the powder. 

(b) Joint powers created on or before 
October 21, 1942. Section 2514 <c) <2> 
provides that a power created on or be¬ 
fore October 21. 1942. which at the tone 
of the exercise is not exercisable by ine 
possessor except in conjunction wun 
another person, is not deemed a general 
power of appointment. 

(c) Release or lapse. A failure to exer¬ 
cise a general power of appointmen 
created on or before October 21. l»4-. 
or a complete release of such a 

is not considered to be an exercise 
a general power of appointment in 
phrase ”a complete release” means a re¬ 
lease of all powers over all or a po™ 0 ” 
of the property subject to a 
appointment, as distinguished lrun im 
reduction of a power of appoint me 
a lesser power. Thus. If the 
completely relinquished all H 

nt the nrouerty subject w 


one-half of the property subject __ 
power of appointment, the power to 
pletely released as to that one-h . 
at or before the time a power of 8PPJ»™ 
ment Is relinquished, the holder oiw 
power exercises the power in «ucn 
manner or to such an extent ■ . 
relinquishment results in the re 
enlargement, or shift in a 
terest in property, the relinquish^ 11 
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will be considered to be an exercise and 
not a release of the power. For example, 
CLfeumQ that A created a trust in 1940 
providing for payment of the Income to 
B for life with the power in B to amend 
the trust, and for payment of the re¬ 
mainder to such persons as B shall 
appoint or. upon default of appointment, 
to C. If B amended the trust in 1948 
by providing that upon his death the 
remainder was to be paid to D. and if he 
further amended the trust in 1955 by 
deleting his power to amend the trust, 
such relinquishment will be considered 
an exercise and not a release of a gen¬ 
eral power of appointment. On the other 
hnnd, if the 1948 amendment became in¬ 
effective before or at the time of the 
195 1 amendment, or if B in 1948 merely 
ami i'.ded the trust by changing the 
purely ministerial powers of the trustee, 
his i rlinquishment of the power in 1955 
alii be considered as release of a power 
of appointment. 

(d) Partial release. If a general power 
of appointment created on or before 
October 21. 1942, is partially released so 
that it is not thereafter a general power 
of appointment, a subsequent exercise of 
the partially released power is not an ex¬ 
ercise of a general power of appointment 
if the partial release occurs before 
whichever Is the later of the following 
dates: 

<l> November 1.1951: or 
<2 ' If the possessor was under a legal 
disability to release the power on October 
21. 1942. the day after the expiration of 
o months following the termination of 
*uch lecal disability. 

However, if a general power created on 
or before October 21. 1942, is partially 
pleased on or after the later of those 
04 „ 5 1 subsequent exercise of the power 
will constitute an exercise of a general 
fSZ** appointment. The legal dlsa- 
r . c * erre d to in this paragraph is 
uctci mined under local law and may 
hicMe the disability of an insane person. 

ih° r an unborn child. The fact 
wuu the type of general power of ap¬ 
pointment possessed by the holder actu- 
uy was not generally releasable under 

imH,. ! la T docs not placc the holder 
under a legal disability within the mean- 

2* ^ paragraph. In general, how- 

assumed that all general powers 
w appointment are releasable, unless the 
llW ?\ the suWcct is to the con- 
}* 15 P^^cd that the 
employed to release the power 
with rh» V i e> u ?| eS8 h ^ not1° accordance 
relating specifically to 
law °T / n the RbSc>nc c of such local 
accordance with the local 
bating to similar transactions. 
rv Vi , * exercise. If n general 

f or ,’ - appointment created on or bc- 
21. 1M2. Is exercised only 
to 0t thc Pro^rty subject 

b« a ,r n T- th< ; excrclsc is considered to 
PomS^ Cr om> ' “ t0 value of that 
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crra!rrf 5 i » 3 H ou * rt of appointment 
ce^a, 0/ 'r ° Ctob€r 21 ■ ««-<»> m 
(e *ccnt a. e . x . crcise - release, or lapse 
U.u ln Paragraph <c) of 

Pomtm t .n? n> 0f ft Bener al power of np- 
Uncnt after October 21.1942, 


Is deemed to be a transfer of property by 
the individual possessing the power. 
The exercise of a powder of appointment 
that is not a general power is considered 
to be a transfer if it is exercised to create 
n further power under certain circum¬ 
stances (see paragraph <d) of this sec¬ 
tion). See paragraph (c) of 4 25.2514-1 
for the definition of various terms used 
in tliis section. See paragraph (b) of 
this section for the rules applicable to 
determine the extent to which Joint 
powers created after October 21. 1942. 
are to be treated as general powers of 
appointment. 

(b) Joint powers created after Oc¬ 
tober 21 , 1942 . The treatment of a 
power of appointment created after Oc¬ 
tober 21, 1942, which is exercisable only 
in conjunction with another person Is 
governed by section 2514 (c> (3). which 
provides as follows: 

< 1 > Such a power Is not considered as 
a general power of appointment if it is 
not exercisable by thc possessor except 
with the consent or joinder of thc creator 
of Uhj power. 

(2) Such power Is not considered as a 
general power of appointment If it is not 
exercisable by the possessor except with 
the consent or Joinder of n person having 
a substantial Interest in the property 
subject to the power which is adverse 
to the exercise of the power in favor of 
the possessor, his estate, his creditors, or 
the creditors of his estate. An interest 
adverse to the exercise of a power is con¬ 
sidered as substantial if its value in rela¬ 
tion to the total value of the property 
subject to thc power to not Insignificant. 
For this purpose, thc interest is to be 
valued ln accordance with the actuarial 
principles set forth in 5 25.2512-5 or, if 
it is not susceptible to valuation under 
those provisions. In accordance with the 
general principles set forth in 8 25.2512-1. 

A taker in default of appointment under 
a power has an interest which is adverse 
to an exercise of the power. A coholder 
of the power has no adverse interest 
merely because of his Joint possession of 
the pow r er nor merely because he is a 
permissible appointee under a power. 
However, a coholder of a power is con¬ 
sidered as having an adverse interest 
where he may possess the power after the 
possessor's death and may exercise it at 
that time in favor of himself, his estate 
his creditors, or the creditors of his es¬ 
tate. Thus, for example, if X. Y. and Z 
held a power jointly to appoint among a 
group of persons which Includes them¬ 
selves and if on the death of X thc power 
will pass to Y and Z Jointly, then Y and Z 
are considered to have interests adverse 
to thc exercise of the power in favor of X 
Similarly, if on Ys death the power wili 
pass to Z, Z is considered to have an 
interest adverse to the exercise of the 
power in favor of Y. The application of 
this subparagraph may be further illus¬ 
trated by the following examples in each 
of which it is assumed that thc value of 
the interest In question is substantial: 

Example (/). The taxpayer and R are 
trustees of a trust under which the income 
Is to be paid to the taxpayer far life and then 
to M for life, and U Is remainderman. Tho 
trustees have power to distribute corpus to 
the taxpayer. Since R-g interest Is substan¬ 
tially adverse to an exorcise of the power in 
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favor of the taxpayer, the Utter does not 
have a general power of appointment. If 
M and the taxpayer were trustees. M s In¬ 
terest would likewise be adverse. 

Example < 2 ). The taxpayer and L are 
trustees of a trust under which the income 
is to be paid to L for life and then to M for 
life, and the taxpayer Is remainderman. The 
trustees have power to distribute corpus to 
tho taxpayer during L’s life. Since L* in- 
terast Is adverse to an exercise of the power 
In favor of the taxpayer, the taxpayer does 
not have a general power of appointment. 
If tho taxpayer and M were trustees, U i 
interest would likewise be adverse. 

Example (J). The taxpayer nnd t are 
trustees of a trust under which the Income la 
to bp paid to L for life. The trustees can 
designate whether corpus U to be distributed 
to the taxpayer or to A after L*s death. L*a 
Interest is not adverse to an exercise of the 
power in favor of the taxpayer, and the tax¬ 
payer therefore has a general power of 
appointment. 

(3j A power which is exercisable only 
in conjunction with another person, and 
which after application of the rules set 
forth in subparagraphs (1) and <2> of 
this paragraph, constitutes a general 
power of appointment, will be treated 
as though the holders of the power who 
are permissible appointees of thc prop¬ 
erty were Joint owners of property sub¬ 
ject to the power. The possessor, under 
this rule, will be treated as possessed of 
a general power of appointment over an 
aliquot share of the property to be de¬ 
termined with reference to thc number 
of Joint holders, including the possessor, 
who (or whose estate* or creditors) are 
permissible appointees. Thus, for ex¬ 
ample, if X, Y. and Z hold an unlimited 
power Jointly to appoint among a group 
of persons, including themselves, but on 
the death of X the power does not pass 
to Y and Z jointly, then Y and Z are not 
considered to have interests adverse to 
the exercise of thc power ln favor of X. 
In this cose, X 1s considered to posses* 
a general power of appointment as to 
one-third of the property subject to the 
power. 

(c) Partial releases . lapses , and dis¬ 
claimers of general powers created after 
October 21,1942. <1> The general prin¬ 

ciples set forth In l 25.2511-2 for deter¬ 
mining whether a donor of property tor 
of a property right or interest! has di¬ 
vested himself of all or any portion of his 
interest therein to thc extent necessary 
to efTect a completed gift are applicable 
in determining whether a partial release 
of a power of appointment constitutes a 
taxable gift. Thus, if a general power of 
appointment is partially released so that 
thereafter the donor may still appoint 
among a limited class of persons not in¬ 
cluding himself the partial release doe* 
not e.Tect a complete gift, since the pos¬ 
sessor of the power has retained the right 
to designate the ultimate beneficiaries 
of thc property over which he holds the 
power and since it Is only the termina¬ 
tion of such control which completes a 
gift. 

< 2 > If a general power of appointment 

created after October 21. 1942. was par¬ 
tially released prior to June 1. 1051, so 
thjit it no longer represented a general 
power of appointment, as defined in 
paragraph <c> of fi 25.2514-1, the subse¬ 
quent exercise, release, or lapse of the 
partially released power at any ume 
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thereafter will not‘constitute the exer¬ 
cise or release of a general power of ap¬ 
pointment. For example, assume that 
A created a trust In 1943 under which B 
possessed a general power of appoint¬ 
ment. By an instrument executed In 
1948 such general power of appointment 
was reduced In scope by B to an excepted 
power. The Inter vivos exercise in 1956. 
or in any calendar year thereafter, of 
such excepted power is not considered 
an exercise or release of a general pow er 
of appointment for purposes of the gift 
tax. 

< 3 > if a general power of appointment 
created alter October 21. 1942. was par¬ 
tially released after May 31. 1951, the 
subsequent exercise, release or a lapse of 
the power at any time thereafter, will 
constitute the exercise or release of a 
general power of appointment for gift 
tax purposes. 

i4> A release of a power of appoint¬ 
ment need not be formal or express In 
character. For example, the failure to 
exercise a general power of appointment 
created after October 21, 1942. within a 
speciiled time so that the power lapses, 
constitutes a release of the power. In 
any case where the possessor of a general 
power of appointment is incapable of 
validly exercising or releasing a power, 
by reason of minority, or otherwise, and 
the power may not be validly exercised 
or released on his behalf, the failure to 
exercise or release the power is not a 
lapse of the power. If a trustee has In 
his capacity as trustee a power which is 
considered as a general power of ap¬ 
pointment. his resignation or removal 
as trustee will cause a lapse of his power. 
However. secUon 2514 <c> provides that 
a lapse during any calender year Is 
considered as a release so as to bit sub¬ 
ject to the gift tax only to the extent that 
the property which could have been ap¬ 
pointed by exercise of the lapsed power 
of appointment exceeds the greater of <i) 
$5,000. or (11) 5 percent of the aggregate 
value, at the time of the lapse, the 
assets out of which, or the proceeds of 
which, the exercise of the lapsed power 
could be satisfied. For example, if an in¬ 
dividual has a noncumulatlve right to 
withdraw $10,000 a year from the prin¬ 
cipal of a trust fund, the failure to exer¬ 
cise this right of withdrawal in a 
particular year will not constitute a gift 
if the fund at the end of the year equals 
or exceeds $200,000. If. however, at the 
end of the particular year the fund 
should be worth only $100,000, the fail¬ 
ure to exercise the power will be con¬ 
sidered a gift to the extent of $5,000. the 
excess of $10,000 over 5 percent of a fund 
of $100,000. Where the failure to exer¬ 
cise a power, such as a right of with¬ 
drawal. occurs in more than a single 
year, the value of the taxable transfer 
will be determined separately for each 
year. t . 

<5> A disclaimer or renunciation of a 
general power of appointment is not con¬ 
sidered to be a release of the power. The 
disclaimer or renunciation must be un¬ 
equivocal and effective under local law. 
A disclaimer is a complete and unquali¬ 
fied refusal to accept the rights to which 
one Is entitled. There can be no dis¬ 
claimer or renunciation of a power after 
Us acceptance. In any case where a pow¬ 


er is purported to be disclaimed or re¬ 
nounced 03 to ouly a portion of the 
property subject to the power, the deter¬ 
mination as to whether or not there has 
been a complete and unqualified refusal 
to accept the rights to which one is en¬ 
titled wlU depend on all the facts and cir¬ 
cumstances of the particular case, taking 
into account the recognition and effec¬ 
tiveness of such a disclaimer under local 
law. Such rights refer to the incidents 
of the power and not to other Interests 
of the possessor of the power in the prop¬ 
erty. If effective under local law. the 
power may be disclaimed or renounced 
without, disclaiming or renouncing such 
other interests. In the absence of facts 
to the contrary, the failure to renounce 
or disclaim within a reasonable time 
after learning of its existence will be 
presumed to constitute an acceptance of 
the power. 

id) Creation of another power in cer¬ 
tain cases. Paragraph <d> of section 
2514 provides that there is a transfer for 
purposes of the gift tax of the value of 
property (or of property rights or inter¬ 
ests) with respect to which a power of 
appointment, which is not a general 
power of appointment, created after Oc¬ 
tober 21, 1942. is exercised by creating 
another power of appointment which, 
under the terms of the instruments 
creating and exercising the first power 
and under applicable local law, can be 
validly exercised so as to U> postpone 
the vesting of any estate or interest in 
the property for a period ascertainable 
without regard to the date of the crea¬ 
tion of the first power, or <2> (If the 
applicable rule against perpetuities is 
stated in terms of suspension of owner¬ 
ship or of the power of alienation, rather 
than of vesting) suspend the absolute 
ownership or the power of alienation of 
the property for a period ascertainable 
without regard to the date of the crea¬ 
tion of the first power. For the purpose 
of section 2514 (d>. the value of the prop¬ 
erty subject to the second power of ap¬ 
pointment is considered to be its value 
unreduced by any precedent or subse¬ 
quent interest which is not subject to 
the second power. 'Thus, if a donor has 
a power to appoint $100,000 among a 
group consisting of his children or grand¬ 
children and during his lifetime exer¬ 
cises the power by making an outright 
appointment of $75,000 and by giving 
one appointee a pow r er to appoint $25,000, 
no more than $25,000 will be considered 
a gift under secUon 2514 (d). If. how¬ 
ever, the donor appoints the income from 
the entire fund to a beneficiary for life 
with power in the beneficiary to appoint 
the remainder, the entire $100,000 will 
be considered a gift under section 2514 
(d). if the exercise of the second power 
con validly postpone the vesting of any 
estate or interest in the property or can 
suspend the absolute ownership or power 
of alienation of the property for a period 
ascertainable without regard to the date 
of the creation of the first power. 

<e> Examples. The application of 
this section may be further illustrated 
by the following examples In each of 
which it is assumed, unless otherwise 
stated, that S has transferred property in 
trust after October 21, 1942, with the 


remainder payable to It at I/s death, and 
that neither L nor R has any interest in 
or power over the enjoyment of the tru l 
property except as is indicated separately 
in each example: 


Example (1). The Income Is payable to L 
for life. L has the power to cause the lnc>m« 
to be paid to R. The exorcise of the right 
constitutes the making of a transfer of prop¬ 
erty under secUon 2511. L*s power does not 
constitute a power of appointment since it 
is only a power to dispose of his Income in¬ 
terest. a right otherwise po*ac«ed by him 
Example 1 2). The Income U to be accumu¬ 
lated during L*» life, L has the power to 
have the Income distributed to himself If 
L*s power U limited by an ascertainable 
standard (relating to health, etc.) as defined 
in paragraph (c) (2) of f 252514-1, the Ur** 
of such power will not constitute a transfer 
of property for gift tax purposes. If Lk 
power is oot so limited. Its lapse or relenws 
during LI ilfeUme may consUtute a trammer 
of property for gift tax purposes. Sec espe¬ 
cially paragraph <c) (4) of I 252514-3. 

Example (3). The Income Is to be paid to 
L for life. L has a power, exercisable st any 
time, to cause the corpus to be distributed to 
himself. L has a general power of appoint¬ 
ment over the remainder Interest, the re¬ 
lease of which constitutes a transfer for gift 
tax purposes of the remainder interest If la 
this example L had a power to cause the 
corpus to be distributed only to X. L would 
have a power of appointment which is not 
a general power of appointment, the cxerc.ec 
or release of which would not constitute x 
transfer of property for purposes of the gift 
tax. 

Example (4). The income is payable to L 
for life. R hna the right to cause the corpus 
to be distributed to L at any time. R* power 
Is not a power of appointment, but merely • 
right to dispose of his remainder Interest, s 
right already possessed by him. In such a 
case, hh* exercise of the right constitutes tbs 
making of a transfer of property under flec¬ 
tion 2511 of the value. If any. of h^ renviind<-r 
Interest. See paragraph te) of 1252511 u 

Example (5). The Income Is to be paid 
L. R bu the right to appoint the corpus 
to himself at any time. R*s P?*" 

of appointment over the corpus Includes • 
general power to dispose of L*s Income In¬ 
terest therein. The lapse or ? r 

general power over the Income d 

ing his life may constitute the nuking^* 
transfer of property. See csp^clallj * 
graph (c) (4) of f 26.2514-3. 

5 25.2515 Statutory provisions; tenon- 
cics bp the entirety . 

Sbc. 2515. Tenancies by the 
Creation. The creation of a tenancy by • 
entirety In real property. cllher b * 
alone or by both spouses, and 
the value thereof in the torn ot 
meats, reductions In the lnd * b * 
thereon, or otherwise, shall not be 
transfers of property for pWP**"» 1 
chapter, regardless of the proporUon c-f car 
consideration furnUhed by each ^ 

leas the donor elects to have such cret« n 
of a tenancy by the entirety treated 
transfer, as provided in subsection (cl. 

<b| Termination. In the case of the 
mlnatton of a tenancy by the *th« 

than by reason of the death of a spo * • 
creation of which, or additions to 
were not deemed to be transfers Adeemed 
of subsection (a), a spouse **“ **££ me 
to have made a gift to the extent that ^ 
proportion of the total consideration i *** 
ninhed by such spouse multiplied by the p^ 
coeds of such termination ) 

of cash, property, or ^ 

exceeds the value of such proceeds oi 
mlnailon received by such • 

(c) Exercise of election. The electionP^ 
vldcd by subsection l*) shall be exercised > 
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l&rtudlng tuch creation of a tenancy by the 
entirety or additions made to the value 
theicof a* a tratufcr by gift, to the extent 
mrh transfer constitutes a gift, determined 
without regard to this section. In the gift tax 
return of the donor for the calendar year 
In which such tenancy by the entirety was 
created or additions made to the value 
thereof, filed within tbo time prescribed by 
law. Irrespective or whether or not the gift 
exceeds the exclusion provided by section 
1903(b). 

<d) Certain joint tenanciea included. For 
purposes of this section, the term “tenancy 
by the entirety** Includes a Joint tenancy be¬ 
tween husband And wife with right of 

survivorship. 
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I 25.2515-1 Tenancies by the entirety ; 
in Qt rteral— (a) Nature of. An estate by 
thr entirety in real property Is essentially 
a Joint tenancy between husband and 
wife with the right of survivorship. As 
used in this section and $$25.2515-2 
through 25.2515-4. the term “tenancy* by 
the entirety" Includes u Joint tenancy 
between husband and wife in real prop¬ 
erty with right of survivorship, or a 
lenancy which accords to the spouses 
rights equivalent thereto regardless of 
the term by which such a tenancy is 
described in local property law. 

<b' Gift upon creation of tenancy by 
the entirety; tn general. During calen¬ 
dar years prior to 1955 the contribution 
made by n husbana or wife in the crea¬ 
tion of a tenancy by the entirety constl- 
tutpd a gift to the extent that the con¬ 
sideration furnished by either spouse ex¬ 
ceeded the value of the rights retained 
uy that spouse. The contribution made 
by either or both spouses In the creation 
ox such a tenancy during the calendar 
year 1955. or any calendar year there¬ 
after. la not deemed a gift by cither 
ipouse. regardless of the proportion of 
tne total consideration furnished by 
either spouse, unless the donor spouse 
2** '** *25.2515-2) under section 
2015 <c) to treat such transaction ns a 
5? m calendar year in which the 
fraction Is effected. However, there 
« a Rift upon the termination of such a 
J^ncy other than by the death of a 
PQtwe. U the proceeds received by one 
wuac on termination of the tenancy are 
Proceeds allocable to the 
federation furnished by that spouse 

Mi« h. .K ancy ‘ The crM ‘ t,on of a ten- 

!u^»nV ht ‘f? Urcty *? kc * place If (1) a 

-nd or hts wife purchases property 

ZZTE" the V tIe thcreto to be con! 

themselves as tenants by the 
ch;i lr ; ty ' r \\\ both J° ln in such a pur- 

created 0 ^.*^! eit . her or bolh cause to be 
renrii. a Lenancy in property al- 

Tbt rule 'n?* by 5! thw or both of them. 

tr. ;h^c r en»Tnn ^ d ? erCin Wlth rcspcct 
Ureu e ,!^!ii , of “ tenancy by the en- 
ln the ate ? tp contributions made 
of such « V * ° f odd It Ions to the value 
praZ **, tcna «cy <ln the form of Hu¬ 
nts* or m'h rt ' d, f Ctl0ns ln lhe ‘ndebted- 
Prowrt'on^nr^f’* regardless <* the 
nkh^T? of w the consideration fur- 

?o7iZXZt T mC - 1 25 2S1 *-1 

trty tctUement UdC pur8t,ftn t to a prop- 
divorce mt •**•■■«* Incident to 

^ C 'cZZ%ZT n r ,1> ln 0cncral <1) 
son at thc^ereni?” /u , rntshed *9 a per- 
entirety or tu ° n i.° a tenanc y by the 

‘ J °S makln « 01 additions to 

AO, ^74 4 


the value thereof is the amount con¬ 
tributed by him in connection therewith. 
The contribution may be made by either 
spouse or by a third party. It may be 
furnished in the form of money, other 
property, or an interest in property. If 
it is furnished in the form of other prop¬ 
erty or an interest in property, the 
amount of the contribution is the fair 
market value of the property or Interest 
at the time it was transferred to the ten¬ 
ancy or was exchanged for the property 
which became the subject of the tenancy. 
For example. If a decedent devised real 
property to the spouses as tenants by 
the entirety and the fair market value of 
the property was $30,000 at the Ume of 
the decedent's death, the amount of the 
decedent’s contribution to the creation 
of the tenancy was $30,000. As another 
example, assume that in 1950 the hus¬ 
band purchased real property for $25,000. 
taking it ln his own name as sole owner, 
and that in 1956 when the property had 
a fair market value of $40,000 he caused 
U to be transferred to himself and his 
w’ifc as tenants by the entirety. Here, 
the amount of the husband’s contribu¬ 
tion to the creation of the tenancy was 
$40,000 (the fair market value of the 
property ot the Ume it was transferred to 
the tenancy). Similarly, assume that in 
1950 the husband purchased, as sole 
owner, corporate shares for $25,000 and 
in 1956. when the shares had a fair mar¬ 
ket value of $35,000. he exchanged them 
for real property which was transferred 
to the husband and his wife as tenants 
by the entirety. The amount of the hus¬ 
band’s contribution to the creation of the 
tenancy was $35,000 (the fair market 
value of the shares at the time he ex¬ 
changed them for the real property 
which became the subject of the 
tenancy). 

<li) Whether consideraUon derived 
from third-party sources is deemed to 
have been furnished by a third party or 
to have been furnished by the spouses 
will depend upon the terms under which 
the transfer Is made. If a decedent de¬ 
vises real property to the spouses as 
tenants by the entirety, the decedent, 
and not the spouses, is the person who 
furnished the consideration for the 
creaUon of the tenancy. Likewise, if a 
decedent in his will directs his executor 
to discharge an indebtedness of the 
tenancy, the decedent, and not the 
spouses, is the person who furnished the 
consideration for the addition to the 
value of the tenancy. However, if the 
decedent bequeathed a general legacy 
to the husband and the wife and they 
used the legacy to discharge an indebted- 
ness of the tenancy, the spouses, and not 
the decedent, are the persons who fur¬ 
nished the consideration for the addition 
to the value of the tenancy. The prin¬ 
ciples set forth ln this subdivision with 
respect to transfers by decedents apply 
equally well to inter vivos transfers by 
third parties. 

till) Where a tenancy Is terminated 
in part <e. g., where a portion of the 
property subject to the tenancy is sold 
to a third party, or where the original 
property is disposed of and ln its place 
there is substituted other property of 
lesser value acquired through reinvest¬ 


ment under circumstances which satisfy 
the requirements of paragraph (d> <2) 
iil> of this section), the proportionate 
contribution of each person to the re¬ 
maining tenancy is in general the same 
as his proportionate contribution to the 
original tenancy, and the character of 
his contribution remains the same. 
These proportions are applied to the cost 
of the remaining or substituted property. 
Thus, if the total contribution to the 
cost of the property was $20,000 and a 
fourth of the property was sold, the 
contribution to the remaining portion 
of the tenancy is normally $15,000. 
However. If it is shown that at the Ume 
of the contribution more or less than 
/>ne-fourth thereof was attributable to 
the portion sold, the contribution Is di¬ 
vided between the portion sold and the 
portion retained in the proper propor¬ 
tion. If the porUon sold was acquired 
as a separate tract, it is treated as a 
separate tenancy. As another example 
of the application of this subdivision, 
assume that in 1950 X (a third party) 
gave to H and W (H’s wife), as tenants 
by the entirety, real property then hav¬ 
ing a value of $15,000. In 1955. H spent 
$5,000 thereon in improvements and 
under section 2515 (c) elected to treat 
his contribution as a gift. In 1956. W 
spent $10,000 in improving the property 
but did not elect to treat her contribu¬ 
tion a3 a gift. Between 1957 and 1960 
the property appreciated in value by 
$30,000. In 1960. the property was sold 
for $60,000, and $45,000 of the proceeds 
of the sale were, under circumstances 
that satisfy the requirements of para¬ 
graph (d) (2) (il> of this section, re¬ 
invested in other real property. Since X 
contributed one-half of the total con¬ 
sideration for the original property and 
the additions to Its value, he is consid¬ 
ered as having furnished $22,500 rone- 
lialf of $45,000) toward the creaUon of 
the remaining portion of the tenancy 
and the making of additions to the value 
thereof. Similarly. II u considered os 
having furnished $7,500 'one-sixth of 
$45,000) w'hfch was treated as a gift ln 
the year furnished, and W is considered 
as having furnished $15,000 (one-third 
of $45,000) which was not treated as a 
gift in the year furnished. 

(2) Proportion of consideration attrib¬ 
utable to appreciation . Any general ap¬ 
preciation (appreciation due to fluctua¬ 
tions in market value) in the value of 
the property occurring between two suc¬ 
cessive contribution dates which can 
readily be measured and which can be 
determined with reasonable certainty to 
be allocable to any particular contribu¬ 
tion or contributions previously fur¬ 
nished is to be treated, for the purpose 
of (lie computations in ** 25.2515-3 and 
25.2515-4, as though It were additional 
consideration furnished by the person 
who furnished the prior consideration. 
Any general depreciation in value is 
treated in a comparable manner. For 
the purpose of the first sentence of this 
subparagraph, successive contribution 
dates are the two consecutive dates on 
which any contributions to the tenancy 
are made, not necessarily by the same 
party. Further, appreciation allocable to 
the prior consideraUon falls in the same 
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class as the prior consideration to which 
it relates. The application of this sub- 
paragraph may be illustrated by the fol¬ 
lowing examples: 

ExampU (I). In 1040. H purchased real 
property for $15,000 which he caused to be 
transferred to himself and W (bla wife) na 
tenants by the entirety. In 1056 when the 
fair market valuo of the property was $30,000. 

W made $5,000 Improvement* to the property. 
In 1957 the property woe sold for $35,000. 
Tho general appreciation of $15,000 which 
occurred between the date of purchase and 
the date of W s Improvement* to the property 
constitutes on additional contribution by H. 
having the same characteristics os hla origi¬ 
nal contribution of $15,000. 

Example (2). In 1955 real property was 
purchased by H and W and conveyed to them 
as tenant* by the entirety. The purchase 
price of the property was $15,000 of which H 
contributed $10,000 and W, $5,000. In 1960 
when the fair market value of the property 
la $21,000. W make* improvements thereto of 
$5,000. The property then U sold for $26,000. 
The appreciation In value of $6,000 result* 
in an additional contribution of $4,000 
(10.000/15.000 x $6,000) by H. and an addi¬ 
tional contribution by W of $2,000 (5.000/ 
16,000 x $6,000). H*a total contribution to 
the tenancy U $14,000 ($10.000-■ $4,000) and 
VTs total contribution la $12,000 ($5,000+ 
$2,000 } $5,000). 

Example (3). In 1956 rest property wna 
purchased by H and W and conveyed to them 
as tenants by tho entirety. Tho purchase 
price of the property was $15,000, on which 
a down payment of $3,000 was made. The 
remaining $12,000 was to be paid In monthly 
installment* over a period of 15 year*. H 
furnished $2,000 of the down payment and 
w. $1,000. H paid all the monthly install¬ 
ment*. During the period 1956 to 1971 the 
property gradually appreciate* In value to 
$24,000. Here, the appreciation Is so gradual 
and the contributions ao numerous that th© 
amount allocable to any particular contribu¬ 
tion cannot be ascertained with any reason¬ 
able certainty. Accordingly, in such a case 
the appreciation In value may be disregarded 
In determining th© amount of consideration 
furnished In making the computation* pro¬ 
vided for In II 25.2515-3 and 25.2515-4. 

(d) Gift upon termination of tenancy 
by the entirety —(!) In general . Upon 
the termination of the tenancy, whether 
created before, during, or subsequent to 
the calendar year 1955. a gift may result, 
depending upon the disposition made of 
the proceeds of the termination (whether 
the proceeds be in the form of cash, prop¬ 
erty. or interests in property). A gift 
may recult notwithstanding the fact that 
the contribution of cither Bpouse to the 
tenancy was treated as a gift. See 
5 25 2515-3 for the method of determin¬ 
ing the amount of any gift which may 
result from the termination of the ten¬ 
ancy In those cases in which no portion 
of the consideration contributed was 
treated as a gift by the spouses in the 
year in which furnished. Sec I 25.2515-4 
for the method of determining the 
amount of any gift which may result 
from the termination of the tenancy in 
those cases in which all or a portion of 
tho consideration contributed was 
treated as constituting a gift by the 
spouses In the year In which furnished. 
See S 25.2515-2 for the procedure to be 
followed by a donor who elects under sec¬ 
tion 2515 (c) to treat the creation of a 
tenancy by the entirety (or the making 
of additions to its value) as a transfer 
subject to the gift tax in the year in 
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which the transfer is made, and for the 
method of determining the amount of 
the gift. 

(2) Termination — (i) In general . 
Except as indicated In subdivision (11) 
of this subparagraph, a termination of 
a tenancy is effected when all or a por¬ 
tion of the property so held by the 
spouses Is sold, exchanged, or otherwise 
disposed of. by gift or in any other man¬ 
ner. or when the spouses through any 
form of conveyance or agreement be¬ 
come tenants in common of the property 
or otherwise alter the nature of their 
respective interests in the property for¬ 
merly held by them as tenants by the en¬ 
tirety. In general, any increase in the 
Indebtedness on a tenancy constitutes a 
termination of the tenancy to the extent 
of the increase in the indebtedness. How¬ 
ever. such an Increase will not constitute 
a termination of the tenancy to the ex¬ 
tent that the increase is offset by addi¬ 
tions to the tenancy within a reasonable 
time after such increase. Such addi¬ 
tions i to the extent of the increase in 
the indebtedness) shall not be treated 
by the spouses as contributions within 
the meaning of paragraph (c) o! this 
section. 

(11) Exchange or reinvestment. A 
termination Is not considered as effected 
to the extent that the property subject to 
the tenancy Is exchanged for other real 
property, the title to which is hold by the 
spouses In an identical tenancy. For 
this purpose, a tenancy Is considered 
identical if the proportionate values of 
the spouses* respective rights (other than 
any change in the proportionate values 
resulting solely from the passing of time) 
arc identical to those held In the prop¬ 
erty which was sold. In addition the 
sale, exchange (other than an exchange 
described above), or other disposition of 
property held as tenants by the entirety 
Is not considered as a termination if all 
three or the following conditions are 
satisfled: 

(a) There Is no division of the pro¬ 
ceeds of the sale, exchange or other dis¬ 
position of the property held as tenants 
by the entirety; 

(b) On or before the due date for the 
filing of a gift tax return for the calendar 
year in which the property held ns ten¬ 
ants by the entirety was sold, exchanged, 
or otherwise disposed of, the spouses 
enter into a binding contract for the pur¬ 
chase of other real property: and 

(c) After the sale, exchange, or other 
disposition of the formef property and 
within a reasonable time after the date 
of the contract referred to In subdivision 
(b>. such other real property actually is 
acquired by the spouses and held by them 
in an identical tenancy. 

To the extent that all three of the con¬ 
ditions set forth in this subdivision are 
not met (whether by reason of the death 
of one of the spouses or for any other 
reason), the provisions of the preceding 
sentence shall not apply, and the sale, 
exchange or other disposition of the 
property W'ill constitute a termination of 
the tenancy. As used in subdivision (c) 
the expression “a reasonable time*’ 
means the time which, under the particu¬ 
lar facts In each case. Is needed for those 
matters which arc incident to the ac¬ 


quisition of the other property (Le., per¬ 
fecting of title, arranging for financing, 
construction, etc.). The fact that pro¬ 
ceeds of a sale are deposited in the name 
of one tenant or of both tenants sepa¬ 
rately or Jointly as a convenience dots 
not constitute a division within the 
meaning of subdivision (o) if the other 
requirements of this subdivision arc met 
The proceeds of a sale, exchange, or 
other disposition of property held as 
tenants by the entirety will be deemed 
to have been used for the purcha?.*:- of 
other real property if applied to the 
purchase or construction of Improve¬ 
ments which themselves constitute ;eal 
property and which are additions to 
other real property held by the spovjr* 
in a tenancy identical to that in which 
they held the property which wras ,d. 
exchanged, or otherwise disposed of. 

(3) Proceeds of termination. <i) The 
proceeds of termination may be received 
by a spouse in the form of money, prop¬ 
erty. or an interest in property. Where 
the proceeds are received in the form of 
property (other than money) or an in¬ 
terest In property, the value of the pro¬ 
ceeds received by that spouse is the fair 
market value, on the date of termination 
of the tenancy by the entirety, of the 
property or interest received. Thu*, if a 
tenancy by the entirety is terminated so 
that thereafter each spouse owns an un¬ 
divided half interest in the property as 
tenant in common, the value of the pro¬ 
ceeds of termination received by each 
spouse is one-half the value of the prop¬ 
erty at the time of the termination of the 
tenancy by the entirety. If under local 
law one spouse without the consent ox 
the other, can bring about a severance of 
his or her interest in a tenancy by the 
entirety and does so by making a gift of 
his or her interest to a third party, that 
spouse is considered os having received 
proceeds of termination in the amount of 
the fair market value, at the time of the 
termination, of his severable interest de¬ 
termined in accordance with the rules 
prescribed In S 25.2512-5. He has in ad¬ 
dition, made a gift to the third party of 
the fair market value of the Interest con¬ 
veyed to the third party. In such a case, 
the other spouse also is considered us 
having received as proceeds of termina¬ 
tion the fair market value, at the time oi 
termination, of the interest which ?-nc 
thereafter holds in the property as tenant 
in common with the third party. How¬ 
ever. since section 2515 (b) contemplates 
that the spouses may divide the proceci 
of termination in some proportion otner 
than that represented by the values 
their respective legal interests toth 
property, if both spouses Join together m 
making a gift to a third porty ofprop- 
erty held by them as tenants by the en¬ 
tirety. the value of the proceeds ofterou 
nation which will be treated ns recent 
by each is the amount which each repoi r_ 
(on his or her gift tax return filed w 
the calendar year in Wbfcb jEjSft 
tion occurs) as the value of his or her i 
to the tlilrd party. This amount is the 
amount which each reports without 
gard to whether the spouses elect unur 
section 2513 to treat the asm^ 
one-half by each. For cxample ^^ 
that H and W ihls wife) hold real 
erty as tenants by the entirety. 
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1956 when the property has a fair market 
value of $60,000, they give It to their son; 
anl that on their gift tax returns for the 
calf ndar year 1956, H reports himself as 
havlna made a gift to the son of $36,000 
and W reports herself as having made a 
gift to the son of $24,000. Under these 
circumstances. H is considered as having 
received proceeds of termination valued 
at $36,000. and W Is considered as having 
received proceeds of termination valued 
At $24,000. 

<U) Except as provided otherwise in 
isibpciragrnph (2) til) of this paragraph 
(under which certain tenancies by the 
entirety are considered not to be ter¬ 
minated). where the proceeds of a sale, 
exchange, or other disposition of the 
property are not actually divided be¬ 
tween the spouses but arc held (whether 
in a honk account or otherwise) In their 
Joint names or in the name of one spouse 
as custodian or trustee for their Joint 
interests, each spouse is presumed, in the 
absence of a showing to the contrary, 
lo have received, as of the date of ter¬ 
mination, proceeds of termination equal 
In value to the value of his or her en¬ 
forceable property rights in respect of 
the proceed!. 

t 25 2515-2 Tenancies by the entirety; 
transfers treated as gifts; manner of 
election and valuation. <a> The election 
. 1° treat the creation of a tenancy by the 
entirety in real property, or additions 
made to its value, as constituting a 
Rift in the year In which effected, shall 
be xerclsed by including the value of 
wch prifts In the gift tax return of the 
donor for the calendar year In which the 
tenancy was created, or the additions in 
Talu** were made to the property. See 
action 6019 and the regulations there¬ 
under The election may be exercised 
only m a return filed within the time 
Prescribed by law, or before the expira¬ 
tion of any extehtlon of time granted 
Pursuant to law* for the filing of the re¬ 
turn. See section 6075 for the time for 
So thc tAX return, and section 
0081 for extensions of time for filing 
Jhe return, together with the regula¬ 
tions thereunder. In order to make the 
election, a gift tax return must be filed 
«or the calendar year In which the ten¬ 
ancy was created, or additions in value 
jnereto made, even though the value of 
"J* involved does not exceed the 
tnount °f the exclusion provided by 
®*ction -503 <b). 

W tile donor spouse exercises the 
ectlon as provided in paragraph (a) of 
the am ount of the gift at 
of iff 631 ** 43 ® 1 °* tenancy is the amount 

, contribution to the tenancy less 
dlL P f hls retained Interest in it, 
determined as follows: 

tk.n LJf ur *der the law of the Jurisdic- 
cithAr° Vemin ® thc r| shts of the spouses, 
abonf _ spouse * acting alone, can bring 
in thA t 5eVerance °* h,s or her interest 
ret nr # 5 r( J p ? r ^» * he value of the donor's 
of 13 one-half the value 

bon LiJl u ? der ihc kw of the Jurlsdic- 
each*is righte °* the spouses 

°r o\trr » U i il0(i to sharc ,n ^ * nc °me 

• r enjoyment of the property but 
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neither, acting alone, may defeat the 
right of the survivor of them to the whole 
of the property, the amount of retained 
interest of the donor is determined by 
use of the appropriate actuarial factors 
for the spouses at their respective at¬ 
tained ages at the time the transaction 
is eflected. 

<c> Factors representing the respec¬ 
tive Interests of the spouses, under a 
tenancy by the entirety, at their attained 
ages at the time of the transaction may 
be found in. or readily computed with the 
use of the tables contained in. the 
actuarial pamphlet referred to in para¬ 
graph (e> of { 25.2512-5. State law may 
provide that the husband only Is en¬ 
titled to all of the income or other 
enjoyment of the real property held as 
tenants by the entirety, and the wife's 
interest consists only of the right of 
survivorship with no right of severance. 
In such a case, a special factor may be 
needed to determine the value of the 
interests of the respective spouses. See 
paragraph (e> of 5 25.2512-5 for the 
procedure for obtaining special factors 
from the Commissioner in cases requir¬ 
ing their use. 

<d> The application of this paragraph 
may be illustrated by the following 
example: 

Example. A husband with his own funds 
acquires real property valued at $ 10,000 and 
has it conveyed to himself and hls wife as 
tenant* by the entirety. Under the law of 
the jurisdiction governing the rights of the 
parties, each spouse la entitled to shore In 
the income from the property but neither 
spouse acting alone could bring about a 
severance of his or her interest. The hus¬ 
band elects to treat the transfer ns a gift In 
the year In which effected. At the time of 
transfer, the ages of the husband and wife 
are 45 and 40. respectively, on their birth¬ 
days nearest to the date of transfer. The 
value of the gift to the wife Is $5,502.90. 
computed as follows; 

Value of property transferred.. $10,000.00 
Lesa $10,000X0.44071 (factor 
. for value oT donors retained 

rights)- 4 . 497 , jo 

Value of gift-....__ a, 502.00 

$ 25.2515-3 Termination of tenancy 
by the entirety; cases in which entire 
value of gift is determined under section 
251S (b>. (a) In any case in which— 

<1) The creation of a tenancy by the 
entirety (including additions In value 
thereto) was not treated as a gift, and 
(2) The entire consideration for the 
creation of the tenancy, and any addi¬ 
tions in value thereto, was furnished 
solely by the spouses (see paragraph (c) 
(1) (ill of 5 25.2515-1). 


the termination of the tenancy (other 
than by the death of a spouse) always 
results in the making of a gift by a spouse 
who receives a smaller share of the pro¬ 
ceeds of the termination (whether re¬ 
ceived in cash, property or interests in 
property) than the share of the proceeds 
attributable to the total consideration 
furnished by him. See paragraph (c) of 
i 25.2515-1 for a discussion of what con¬ 
stitutes consideration and the value 
thereof. Thus, a gift is effected at the 
time of termination of the tenancy by 
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the spouse receiving less than one-half 
of the proceeds of termination If such 
spouse (regardless of age) furnished 
one-ho If or more of the total considera¬ 
tion for the purchase and improvements, 
if any. of the property held In the ten¬ 
ancy, Also, if one spouse furnished the 
entire consideration, a gift is made by 
such spduse to the extent that the other 
spouse receives any portion of the pro¬ 
ceeds of termination. See $ 25.2515-4 for 
determination of the amount of the gift, 
if any, in cases in which the creation of 
the tenancy was treated as a gift or a 
portion of the consideration was fur¬ 
nished by a third person. See paragraph 
(d> (2) of S 25.2515-1 as to the acts 
which effect a termination of the ten¬ 
ancy. 

<b> In computing the value of the gift 
under the circumstances described in 
paragraph (a > of this section, it is neces¬ 
sary to first determine the spouse's share 
of the proceeds attributable to the con¬ 
sideration furnished by him. This share 
is computed by multiplying the total 
value of Uie proceeds of the termination 
by a fraction, the numerator of which is 
the total consideration furnished by the 
donor spouse and the denominator of 
which is the total consideration fur¬ 
nished by both spouses. From this 
amount there Is subtracted the value of 
the proceeds of termination received by 
the donor spouse. The amount remain¬ 
ing is the vahfe of the rift. In arriving 
at the "total consideration furnished by 
the donor spouse" and the "total con¬ 
sideration furnished by both spouses", 
for purposes of the computation provided 
for in tills paragraph, the consideration 
furnished (see paragraph (c> of 
$ 25.2515-D is not reduced by any 
amounts which otherwise would have 
been excludable under section 2503 <b> 
in determining the amounts of taxable 
gifts for the years In which the con¬ 
sideration was furnished. As an ex¬ 
ample assume that in 1955. real property 
was purchased for $30,000. the husband 
and wife each contributing $12,000 and 
the remaining 66.000 being obtained 
through a mortgage on the property. 
In each of the years 1956 and 1957. the 
husband paid $3,000 on the principal of 
the indebtedness, but did not disclose the 
value of these transfers on his gift tax 
returns for those years. The total con¬ 
sideration furnished by the husband Is 
$18,000. the total consideration fur¬ 
nished by the wife is $12,000. and the 
total consideration furnished by both 
spouses is $30,000. 

(c) The application of this section 
may be illustrated by the following ex¬ 
amples: 

Example (/). In 1956 the husband fur¬ 
nished $30,000 and hls wife furnished $10,000 
of the consideration for the purchase and 
subsequent improvement of real property 
held by them as tenants by the entirety. The 
husband did not elect to treat the considera¬ 
tion furnished as a gift. The property later 
Is sold for $60,000, the husband receiving 
$35,000 and hls wife receiving $25,000 of the 
proceeds of the termination. The termina¬ 
tion of the tenancy results in a gift of $10,000 
by the husband to hls wife, computed os 
follows: 
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*30.000 (consideration furnished by x *00.000 (proceed, of termination) =*15.000 

*40.000 (total consideration furnished by both 
•POUM) 

♦15.000— $33,000 (proceeds received by husband) =$10,000 gilt by husband to wife. 

Example (2). In 1060 the husband purchased shares of X Company for $10,000. In 1055 
when those shares had a fair market value of $30,000. he and his wife purchased real prop¬ 
erty from A and had It conveyed to them as tenants by the entirety. In payment for the 
real property, the husband transferred his shares of X Company to A and the wife paid A the 
sum of $10,000. They later sold the real property for $€0,000, divided $34,000 (each taking 
$13.000) and reinvested the remaining $30,000 In other real property under circumstances 
thut satisfied the conditions set forth In paragraph (d) (2) (11) of I 25.2515-1. The tenancy 
was terminated only with respect to the $24,000 divided between them. This termination 
of the tenancy resulted In a gift of $€.000 by the husband u> the wife, computed as follows: 

*30.000 (consideration furnUhed «**£«*> xW<000 (procwllof termination) =*18.000 
$40,000 (total consideration furnished by both 
spouses) 

$18,000-$12,000 (proceeds received by husband) =$6,000 gift by husband to wife. 

Since the tenancy was terminated only In part, with respect to the remaining portion of 
the tenancy each spouse is considered as having furnished that proportion of the total 
consideration for the remaining portion of the tenancy as the consideration furnished by 
him before the sale bears to the total consideration furnished by both spouse* before the 
sale. See paragraph (c) of I 253515-1. The consideration furnished by the husband for 
the reduced tenancy is $27,000. computed as follows: 

$30,000 (consideration furnished by 

husband before sale)-X$36.000 (consideration for reduced tenancy) -$27,000 

$40,000 (total consideration furnished 
by both spouses before sale) 

The consideration furnished by the wife Is $0,000. computed In a similar manner. 


§ 25.2515-4 Termination of tenancy 
by entirety: cases in which none, or a 
portion only . of value of gift is deter- 
mined under section 2515 (?>>—<a) In 
general . The rules provided In section 
2515 tb) <see * 25.2515-3) are not applied 
in determining whether a gift has been 
made at the termination of a tenancy to 
the extent that the consideration fur¬ 
nished for the creation of the tenancy 
was treated as a gift or if the considera¬ 
tion for the creation of the tenancy was 
furnished by a third party. Considera¬ 
tion furnished for the creation of the 
tenancy was treated as a gift If it was 
furnished either (1) during calendar 
years prior to 1055, or (2) during the 
calendar year 1955 and subsequent years 
and the donor spouse exercised the elec¬ 
tion to treat the furnishing of considera¬ 
tion as a gift. See paragraph (b) of this 
section for the manner of computing 
the value of gifts resulting from 
the termination of the tenancy under 
these circumstances. See paragraph <c> 
of this section for the rules to be applied 
where part of the total consideration for 
the creation of the tenancy and additions 
to the value thereof was not treated as a 
gift and part either was treated as a gilt 
or was furnished by a third party. 

(b; Value of gift tchen entire con¬ 
sideration is of the type described in 
paragraph (a) of this section . If the 
entire consideration for the creation of 
a tenancy by the entirety was treated 
as a gift or contributed by a third party, 
the determination of the amount, IX any, 
oT a gift made at the termination of the 
tenancy will be made by the application 
of the general principles set forth in 
1 25.2511-1. Under those principles, 
when a spouse surrenders a property In¬ 
terest in a tenancy, the creation of which 
was treated as a gift, and in return re¬ 
ceives an amount (whether in the form of 
cash, property, or an interest in prop¬ 
erty) less than the value of the property 
interest surrendered, that spouse is 
deemed to have made a gift in an amount 


equal to the difference between the value, 
at the time of termination, of the prop¬ 
erty interest surrendered by such spouse 
and the amount received in exchange. 
Thus, if the husband’s interest In such a 
tenancy at the time of termination is 
worth $44,971 and the* wife's Interest 
therein at the time is worth $55,029. the 
property is sold for $100,000. and each 
spouse receives $50,000 out of the pro¬ 
ceeds of the sale, the wife has made a gift 
to the husband of $5,029. The principles 
applied in paragraph (c) of I 25.2515-2 
for the method of determining the value 
of the respective interests of the spouses 
at the time of the creation of a tenancy 
by the entirety are equally applicable in 
determining the value of each spouse’s 
interest in the tenancy at termination, 
except that the actuarial factors to be 
applied are those for the respective 
spouses at the ages attained at the date 
of termination. 

(C) Valuation of gift where both types 
of consideration are involved. If the 
consideration furnished consists in part 
of the type described in paragraph <a) 
of l 25.2515-3 (consideration furnished 
by the spouses after 1954, and not 
treated as a gift in the year furnished) 
and In part of the type described in 
paragraph (a) of this section (considera¬ 
tion furnished by the spouses and treated 
as a gift or furnished by a third party), 
the amount of the gift is determined as 
follows: 

<1> By applying the principles set 
forth in paragraph (b) of $ 25.2515-3 to 
that portion of the total proceeds of 
termination which the consideration de¬ 
scribed in paragraph (a) of 5 25.2515-3 
bears to the total consideration fur¬ 
nished: 

<2) By applying the principles set 
forth in paragraph (b) of this section 
to the remaining portion of the total pro¬ 
ceeds of termination: and 

(3) By subtracting the proceeds of 
termination received by the donor from 


the total of the amounts which under the 
principles referred to in subparagraphs 
(1) and (2) of this paragraph are to be 
compared with the proceeds of termina¬ 
tion received by a spouse in determining 
whether a gift was made by that spouse. 

For example assume that consideration 
of $30,000 was furnished by the husband 
in 1954. Assume also that on February 
1. 1955. the husband contributed $12,000 
and the wife $8,000, the husband s con¬ 
tribution not being treated as a gift <?•?* 
paragraph <b) of $ 25.2515-1). Assume 
further that between 1957 and 1965 the 
property appreciated in value by $40,000 
and was sold in 1965 for $90,000 of 
which the husband received $40,000 and 
the wife $50,000). The principles set 
forth In paragraph (b) of 1 25.2515-3 *«re 
applied to $36,000 (20.000/50.0C0 x 

$90,000) In arriving at the amount which 
Is compared with the proceeds of termi¬ 
nation received by a spouse. Applying 
the principles set forth in par.vrv.ph 
<b> of i 25.2515-3, this amount in the 
case of the husband is $21,600 112, 0/ 
20.000 x $36,000). Similarly, the prin¬ 
ciples set forth In paragraph (b) of this 
section ace applied to $54,000 ($90.coo— 
36.000 >, the remaining portion of the 
proceeds of termination, in arrivin at 
the amount which Is compared with ‘he 
proceeds of termination received by a 
spouse. If in this case either Spouse, , 
without the consent of the other spouse, 
can bring about a severance of hLs in¬ 
terest in the tenancy, the amount deter¬ 
mined under paragraph <b> of this sec¬ 
tion in the case of the husband would be 
$27,000 iVs of $54,000). The total of the 
two amounts which are to be compared 
with the proceeds of termination re¬ 
ceived by the husband is $48,600 
($2 1.600'{ 27.000>. This sum of $48,600 
is then compared with the $40,000 pro¬ 
ceeds received by the husband, and the 
termination of the tenancy has resulted 
for gift tax purposes, in a transfer or 
$8,600 by the husband to his wife in 
1965. See paragraph <d) of this section 
for on additional example Illustrating 
the application of this paragraph. 

(d) The application of paragraph <c» 
of this section may further be illustrated 
by the following example: 

Example. X dind In 1948 and devised reU 
property to Y and Z (Y’s wife) oa 
the entirety. Under the law of t he Jura¬ 
tion. both spouse* are entitled to phere 
equally In the Income from, ar the enjoyrr.'m 
of. the property, but neither spouse, a*' 1 ®* 
alone, may defeat the right of the *urrj' _ 
of them to the whole of the property, rh 
fair market value of the property at the u™ 
of X*s death was $100,000 and thli amount is 
the consideration which X furnished lUT**™ 
the creation of the tenancy. In 1935. o* 
which time the fair market value of th* prop¬ 
erty wu the eame a* at the time of X i aea . 
Improvements of $50,000 were made to use 
property, of which Y furnished $40#>0 oa 
of his own funds and Z furnished $ 10,000 ou 
of her own funds. Y did not elect to 1 
his transfer to the tenancy as resulting 
the making of a gift in 1955- in 10* ' 

property was sold for $300,000 and Y 
each received $150,000 of the I»ooeedr 
the time the property was sold Y and 
46 and 40 years of age. respectively.^ 
birthdays nearest the date of sale ; 

of the gift made by Y to Z is $19,942. com 
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to or for the two of domestic corpora¬ 
tions, trusts, community chests, funds or 
foundations, or fraternal societies, orders 
or associations operation under the lodge 
system. For the deductions for charita¬ 
ble and similar gifts made by a non¬ 
resident who was not a citizen of the 
United States at the time the gifts were 
made, see 5 25.2522 (b)-l. 

(bi The deduction under section 252 2 
is not allowed for a transfer to a corpora¬ 
tion, trust, community chest, fund, or 
foundation unless the organization or 
trust meets the following three tests: 

(1) It mast be organized and operated 
exclusively for one or more of the speci¬ 
fied purposes. 

(2) It must not by a substantial part 
of its activities attempt to influence legis¬ 
lation by propaganda or otherw ise. 

(3) Us net earnings mast not inure 
In whole or in part to the benefit of pri¬ 
vate shareholders or individuals other 
than as legitimate objects of the exempt 
purposes. 

For further limitations see $ 25 2522 <c>- 
1, relating to gifts to trusts and organiza¬ 
tions which have engaged in a prohibited 
transaction described in section 681 <b> 
(2) or section 503 <c>. 

<c> In order to prove the right to the 
charitable, etc., deduction provided by 
section 2522 the donor must submit such 
data as may be requested by the district 
director. As to the extent the deductions 
provided by this section are allowable, see 
section 2524. 

5 23.2522 (al-2 Transfers not exclu¬ 
sively for charitable . etc., purposes —<a) 
Remainders and similar interests. If a 
trust is created or property is transferred 
for both a charitable and a private pur¬ 
pose, deduction may be taken of the value 
of the charitable beneficial interest only 
insofar as that interest is presently as¬ 
certainable. and hence severable from the 
noncharitable interest. The present 
value of a remainder or other deferred 
payment to be made for a charitable pur¬ 
pose is to be determined in accordance 
with the rules stated in 5 25.2512-5. 
Thus, if money or property is placed in 
trust to pay the income to an individual 
during his life, or for a term of years, and 
then to pay the principal to a charitable 
organization, the present value of the re¬ 
mainder is deductible. To determine the 
present value of such remainder use the 
appropriate factor from column 4 of 
Tabic I or II of 5 25.2512-5, whichever is 
applicable. If the interest involved is 
such that its value is to be determined by 
a special computation (see paragraph 
(e> of 5 25.2512-5 •. a request for a spe¬ 
cific factor accompanied by a statement 
of the date of birth of each person, the 
duration of whose life may affect the 
value of the remainder, and by copies of 
the relevant Instruments may be submit¬ 
ted by the donor to the Commissioner, 
who may. if conditions permit, supply the 
factor requested. If the Commissioner 
does not furnish the factor, the claim for 
deduction must be supported by a full 
statement of the computation of the 
present value made in accordance with 
the principles set forth in the applicable 
paragraph of 5 25.2512-5. 

<b> Transfers subject to a condition 
or a power . If. as of the date of the gift. 


a transfer for charitable purposes is de¬ 
pendent upon the performance of some 
act or the happening of a precedent event 
in order that it might become effective, 
no deduction is allowable unless the 
possibility that the charitable transfer 
will not become effective is so remote as 
to be negligible. If an estate or interest 
passes to or is vested ir. charity on the 
date of the gift and the estate or interest 
would be defeated by the performance of 
some act or the happening of some event, 
the occurrence of which appeared to have 
been highly Improbable on the date of 
the gift, the deduction is allowable. If 
the donee or trustee Is empowered to di¬ 
vert the property or fund, in whole or in 
part, to a use or purpose which would 
have rendered It, to the extent that it Is 
subject to such power, not deductible had 
it been directly so given by the donor, the 
deduction w r ill be limited to that portion 
of the property or fund which is exempt 
from the exercise of the power. The de¬ 
duction Is not allowed In the case of a 
transfer in trust conveying to charity a 
present Interest in income if by reason of 
all the conditions and circumstances sur¬ 
rounding the transfer it appears that the 
charity may not receive the beneficial 
enjoyment of the interest. For example, 
assume that assets placed in trust by 
the donor consist of stock in a corpora¬ 
tion. the fiscal policies of which arc con¬ 
trolled by the donor and his family, that 
the trustees and remaindermen are like¬ 
wise members of the donor’s family, and 
that the governing instrument contains 
no adequate guarantee of the requisite 
income to the charitable organisation. 
Under such circumstances, no deduction 
will be allowed. Similarly, if the 
trustees are not members ol the donor’s 
family but have no power to sell or other¬ 
wise dispose of closely held stock, or 
otherwise insure the requisite enjoyment 
of income to the charitable organization, 
no deduction will be allowed. 

5 25.2522 (bl Statutory provisions: 
charitable and similar gifts; nonresi¬ 
dents. 

Sdc. 2523. Charitable and simtlar gifts. 

• • • 

(b) Nonresident*. In the cane of a non¬ 
resident not a citizen of the United States, 
there shall be allowed as a deduction the 
amount of all gilts made during such year 
to or for the use of— 

(1) The United States, any State. Terri¬ 
tory. or any political subdivision thereof, 
or the District of Columbia, tor exclusively 
public purposes: 

(2) A domestic corporation organized and 
operated exclusively tor religious, charitable, 
scientific, literary, or educational purposes. 
Including the encouragement of art and the 
prevention of cruelty to chlldreu or animals, 
no psrt of the net earnings of which inures 
to the benefit of any private shareholder or 
individual, and no substantial part of the 
activities of which Is earning on propaganda, 
or otherwise attempting, to Influence 
legislation: 

(3) A trust, or community chest, fund, or 
foundation, organized and operated exclu¬ 
sively for religious, charitable, scientific, lit¬ 
erary. or educational purposes, including tho 
encouragement uf art and tho prevention of 
cruelty to children or animals, no substan¬ 
tial part of the activities of which Is carrying 
on propaganda, or otherwise attempting, to 
Influence legislation: but only if such gifts 
are to be used within the United States ex¬ 
clusively for such purposes; 


(4) A fraternal society, order, or associa¬ 
tion. operating under the lodge system but 
only If such gifts are to be used within 
United States exclusively for rellglouu char¬ 
itable, scientific, literary, or educational pur¬ 
poses, Including the encouragement of art 
and the prevention of cruelty to childrt u or 
animals: 

(5) Posts or organizations of war veterr.ru. 
or auxiliary units or societies of any n. h 
posts or organizations. If such posts 
Izutlons. units, or societies ore organic :n 
the United 8lato* or any of its potit . m. 
and it no part of their net earnings inures 
to the benefit of any private sbarehoKii or 
Individual. 

5 25.2522 cb> —I Charitable'and yfr.tf- 
lar gifts; nonresidents not citizens. 

The deduction for charitable and similar 
gifts, in the case of a nonresident who 
was not n citizen of the United States at 
the time he made the gifts, is goven d 
by the same rules as those applyin: to 
Rifts by citizens or residents, subject, 
however, to the following exceptions: 

<I> If the gifts are made to or for the 
use of a corporation, the corporat • n 
must be one created or organized under 
the laws of the United States or of any 
State or Territory thereof. 

(2) If the gifts are made to or foi th* 
use of a trust, community chest, fund or 
foundation, or a fraternal society, order 
or association operating under the lo c 
system, the gifts must be for use within 
the United States exclusively for reli¬ 
gious. charitable, scientific, literary or 
educational purposes, including the en¬ 
couragement of art and the prevention 
of cruelty to children or animals. 

5 25.2522 <c) Statutory provisions ; 
charitable and similar gifts; disallow¬ 
ance of deductions in certain cases. 

Sec. 2522. Charitable and similar gifts. 

9 9 9 • • 

(c) Disalloicanct of deduction* in certain 
canes. For dUallowance of certain charltubU*. 
•ur„ deductions otherwise allowable ur^icr 
this section, see sections 504 and 081. 

5 25.2522 (c>-l Disallowance of chari¬ 
table. etc., deductions because of pro¬ 
hibited transact tons, (a) Sections 503 
(e) and 631 <b) (5) provide that no de¬ 
duction which would otherwise be allow¬ 
able under section 2522 for a gift lor 
religious, charitable, scientific, literary 
or educational purposes, including the 
encouragement of art and the prevention 
of cruelty to children or animals, is al¬ 
lowed if— 

(1) The gift is made in trust and. ror 
income tax purposes for the taxable year 
of the trust in which the gift is made, the 
deduction otherwise allowable to the 
trust under section 642 <c) is limited by 
section 681 (b) (1) by reason of the 
trust having engaged in a prohibited 
transaction described In section 681 L 
(2>: or 

(2> The gift Is made to any corpora¬ 
tion, community chest, fund or founda¬ 
tion which, for its taxable year in which 
the gift is made Is not exempt from in¬ 
come tax under section 501 <a> by reason 
of having engaged in a prohibited trans¬ 
action described in section 503 <c> * 

(b) For purposes of section 503 
and section 681 (b) <5> the term ffU* 
includes any gift, contribution, or tmn- 
fer without adequate consideration. 
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(c) Regulations relating to the Income 
tax contain the rules for the determina¬ 
tion of the taxable year of the trust for 
which the deduction under section 642 
(c) In limited by section 681 (b>. and tof 
the determination of the taxable year of 
the organization for which an exemption 
is denied under section 503 <a>. Gen¬ 
erally. such taxable year is a taxable 
year subsequent to the taxable year dur¬ 
ing which the trust or organization has 
been notified by the Internal Revenue 
Service that it has engaged In a pro¬ 
hibited transaction. However, if the 
trust or organization during or prior to 
the taxable year entered into the pro¬ 
hibited transaction for the purpose of 
diverting its corpus or income from the 
charitable or other purposes by reason of 
which it is entitled to a deduction or 
exemption, and the transaction involves 
a substantial part of such income or 
corpus, then the deduction of the trust 
under section 642 (c) for such taxable 
year is limited by section 681 ib>. or the 
exemption of the organization for such 
taxable year is denied under section 503 
(ft). whether or not the organization has 
previously received notification by the 
Internal Revenuo Service that it has en¬ 
gaged in a prohibited transaction. In 
certain cases, the limitation of section 
503 or 68 i may be removed or the exemp¬ 
tion may be reinstated for certain subse¬ 
quent taxable years under the rules set 
forth in the income tax regulations under 
sections 503 and 681. 

<d> in cases in which prior notification 
by the Internal Revenue Service is not 
required in order to limit the deduction 
of the trust under section 681 <b>, or to 
deny exemption of the organization 
under section 503, the deduction other¬ 
wise allowable under $ 25.2522 <a)-l is 
not disallowed with respect to gifts made 
during the same taxable year of the trust 
or organization in which a prohibited 
transaction occurred, or in a prior tax¬ 
able year, unless the donor or a member 
of hU family was a party to the pro¬ 
hibited transaction. For purposes of the 
preceding sentence, the members of the 
donor's family include only his brothers 
ftnd sisters t whether by whole or half 
blood), spouse, ancestors, and lineal 
descendants. 

5 25.2522 <d> Statutory provisions; 
charitable and similar gifts; other cross 

references. 


Src. 2522, Charitable and similar gifta. • • • 
(0) Other cross references . (1) For ex¬ 

emption of gifta to or far benefit of Library 
or Con great, eee section, 6 of the Act of 
1225, as amended (66 SUt. 765; 2 
u 8 C. 161). 

^ *bc construction of gifts for benefit 
Library of Post Office Department ns gifts 
lor the use of the United States, see 
fiTV°SL? 0< thc Act of August 8. 1646 1 60 

For exemption of gifts for benefit of 
iw, Naval Records and Library, Navy 
»® ctlon 2 of the Act of 
<6 ° 8UI 25 » 6 U - »• C. 419b). 
till xt. r **mptlon of gift* to or for benc- 
u ., A National Service, see section 6 of 

^ 8 C i°9 C ) JUly 10 ' 1W5 <4& Stat * 478; 18 
thi & a^T. Con * trucUon ot accepted by 

ot 8ut * u "d«r Foreign 

Act of mo as gifts to or for the use 


of the United States, see section 1021 (e) 
Of that Act (60 SUL 1032; 22 U. 8- C. 800). 

(6) For construction of gifts or bcqu<*tn 
of money accepted by the Attorney Oeneral 
for credit to “Commissary Funds, Federal 
Prisons* 4 as gifts or bequests to or for the 
use of the United 8tates. see section 2 of tho 
Act of May 15, 1952, 66 SUt. 73, as amended 
by the Act of July 0. 1953, 66 8tat. 479 (31 
U S. C. T25s-4). 

(7) For payment of tax on gifu of United 
8tates obligations to the United States, see 
section 24 of the Second Liberty Bond Act, 
os amended (59 Stat. 48. $ 4; 31 U. S. C. 
767e). 

(8) For construction of gifts for benefit 
of or use in connection with Naval Academy 
as gifts to or for tho use of the United 
State*, see section 3 of the Act of March 31. 
1944 (58 8Ut. 135; 34 U. 8. C. 1115b). 

(9) For exemption of gifts for benefit of 
Naval Academy Miucum. see section 4 of tho 
Act of March 26, 1938 (52 SUt. 119; 34 
U. S. C. 1110). 

(10) For exemption of gifts received by 
National Archives Trust Fund Board, see 
section 7 of thc National Archives Trust 
Fund Board Act (55 Slat. 582; 44 U. S. C. 

doogg). 

$ 25.2523 (a) Statutory provisions; 
gift to spouse; in general . 

Src. 2523 Gift to spouse—(a) In general. 
Where a donor who U a citizen or resident 
transfers during the calendar year by gift 
nn Interest In property to a donee wrho at 
the time of the gift In the donor's spouse, 
there shaU be allowed as a deduction In com¬ 
puting taxable gifu for the calendar year 
an amount writh respect to such Interest 
equal to one-half of Its value. 

$ 25.2523 (a)-l Gift to spouse; in 
general —(a) In general . In determin¬ 
ing the amount of taxable gifts fot the 
calendar year 1955 or any calendar year 
thereafter, in the case of a donor who 
was a citizen or resident of the United 
States at the time the gift was made, 
there may be deducted an amount equal 
to one-half the value of any property in¬ 
terest (except as otherwise provided in 
paragraph <b> of this section) trans¬ 
ferred by gift to a donee who at the time 
of the gift was the donor’s spouse. This 
deduction is referred to as the “marital 
deduction.** No marital deduction Is au¬ 
thorized with respect to a gift If the 
donor, at the time of the gift, was a non¬ 
resident not a citizen of the United 
States. However, if thc donor was a 
citizen or resident of the United States 
at the time the gift was made, he is not 
deprived of thc right to the marital de¬ 
duction by reason of the fact that his 
spouse was a nonresident not a citizen. 
For convenience the donor's spouse is 
generally referred to in the feminine 
gender, but if the donor is a woman the 
reference is to her husband. Thc donor 
must submit such proof as is necessary 
to establish the right to the marital 
deduction, including any evidence re¬ 
quested by the district director. 

<b> “Deductible interests ’* and “non- 
deductiblc interests .** The property in- 
interests transferred by a donor to his 
spouse fall within two general catego¬ 
ries: (1) Those with respect to which 
the marital deduction is authorized, and 
(2) those with respect to which the de¬ 
duction is not authorized. These cate¬ 
gories are referred to in this section and 
$$ 25.2523 <b)-l through 25 2523 <f)-l 
as “deductible interests'* and •‘nonde¬ 


ductible interests.** respectively (see sub¬ 
division (il) of this subparagraph). 
Subject to the limitations set forth in 
$5 25 2523 (f)-l (relating to gifts of 
community property) and 25.2524-1 <re¬ 
lating to cases in which the total value of 
the gifts made to the donee spouse In any 
one year is less than $6,000), the mari¬ 
tal deduction Is equal to one-half of 
the aggregate value of the “deductible 
interests.** A property interest trans¬ 
ferred by a donor to his spouse is a ''de¬ 
ductible Interest'* if it does not fall 
within one of thc two following classes of 
“nondcductible interests'*: 

<i) A property interest transferred by 
a donor to his spouse which is a “termi¬ 
nable interest.** as defined in $ 25.2523 
<b)-l, is a “nondeductible interest*' to 
the extent specified In that section. 

<ii> Any property interest transferred 
by a donor to his spouse is a “nondeducti¬ 
ble interest** to the extent that It is not 
included in the total amount of gifts 
made during thc calendar year. See 
$5 25.2515-1 (relating to tenancies by the 
entirety) and 25.2516-1 (relating to 
property settlements, followed by di¬ 
vorce) for some, but not necessarily aU. 
of the situations in which property Is 
transferred by a donor to his spouse and 
not included in the total amount of gifts 
made during the calendar year. If the 
total gifts made by a donor to his spouse 
during a calendar year have a value of 
$6,000 or more the amount of the mari¬ 
tal deduction is determined without re¬ 
gard to the amount of the exclusion, if 
any. allowable. For example, assume 
that in 1955 a donor made a cash gift of 
$10,000 to his wife. No other gifts were 
made by thc donor in 1955. The amount 
of the marital deduction is one-half of 
$10,000. or $5,000; thc amount of the ex¬ 
clusion is $3,000; and thc total amount 
of included gifts is $2,000. See $ 25.2524-1 
with respect to the amount of the mari¬ 
tal deduction allowable where the total 
gifts made in a calendar year by a donor 
to his spouse have a value of less than 
$ 6 , 000 . 

(c) Valuation. If the income from 
property Is made payable to the dcftior or 
another Individual for life, or for a term 
of years, with remainder absolutely to 
the donor's spouse or to her estate, the 
marital deduction is equal to one-half 
the present value of the remainder. The 
present value of the remainder (that Is, 
Its value as of the date of gift) is to be 
determined in accordance with the rules 
stated in $ 25.2512-5. For example, if 
thc donor's spouse is to receive $50,000 
upon thc death of a person 31 years of 
age. the present value of the remainder 
is $14,466. See the example in paragraph 
(d> of 5 25 2512-5. If thc remainder is 
such that its value is to be determined 
by a special computation (see $ 25.2512- 
5), a request for a specific factor, accom¬ 
panied by a statement of thc dates of 
birth of each person, the duration of 
whose life may affect the value of the 
remainder, and by copies of the relevant 
instruments may be submitted by the 
donor to the Commissioner who, if con¬ 
ditions permit, may supply the factor 
requested. If the Commissioner docs 
not furnish the factor, thc claim for dc- 
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ductlon must be supported by a full 
statement of the computation of the 
present value, made in accordance with 
the principles set forth in I 25.2512-5. 

§25.2523 (b> Statutory provisions; 
gift to spouse: life estate or other ter¬ 
minable interest. 

Sec. 2523. Gift to jpowic. • • • 

(b) Life estate or other terminable in• 
lerrst. Where, on the lapse ol time, on the 
occurrence of an event or contingency, or 
on the faUure of an event or contingency to 
occur, such Interest transferred to the spouse 
will terminate or fall, no deduction shall be 
allowed with respect to such Interest— 

(1) It the donor retains in himself, or 
transfers or has transferred (for less than an 
adequate and Tull consideration in money or 
mouey's worth) to any person other than 
such donee spouse (or the estate of such 
spouse). an Interest Ur such property, and 
if by reason of such retention or transfer the 
donor (or his heirs or assigns) or such person 
(or his heirs or assigns) may possess or enjoy 
any port of such property after such termina¬ 
tion or failure of the interest transferred 
to the donee spouse; or 

(2) If the donor immediately after the 
transfer to the donee spouse has a power to 
appoint an interest In such property which 
he can exercise (either alone or In conjunc¬ 
tion with any person) in such manner that 
the appointee may possess or enjoy any part 
of such property after such termination or 
failure of the Interest transferred to the 
donee spouse. For purposes of this para¬ 
graph. the donor shall be considered as hav¬ 
ing immediately alter the transfer to tho 
donee spouse such power to appoint even 
though such power cannot be exercised until 
after the lapse of time, upon the occurrence 
of an event or contingency, or on the r&llure 
of an event or contengency to occur. 

An exercise or release at any time by the 
donor, either alono or In conjunction with 
any person, of a power to appoint an interest 
in property, even though not otherwise a 
transfer, shall, for purposes of paragraph (I), 
be considered as a transfer by him. Except aa 
provided In subsection (e), where at the 
time of the transfer it la Impossible to as¬ 
certain the particular person or persons who 
may receive from the donor an Interest In 
property so transferred by him. such Interest 
shall, far purposes of paragraph (1). be con¬ 
sidered as transferred to a person other than 
tho donee spouse. 

§25.2523 <b)-l Life estate or other 
terminable interest— k a) In general (1) 
The provisions of section 2523 (b) gen¬ 
erally prevent the allowance of the mari¬ 
tal deduction with respect to certain 
property interests (referred to generally 
as ’‘terminable interests,” defined in sub- 
paragraph (3) of this paragraph). trans¬ 
ferred to the donee spouse under the 
circumstances described in subparagraph 
<2> of this paragraph, unless the transfer 
comes within one of the exceptions set 
forth In § 25,2523 <d)-l, relating to cer¬ 
tain Joint interests, or § 25.2523 (c)-l, 
relating to certain life estates with 
powers of appointment. 

(2) If a donor transfers a terminable 
interest In property to the donee spouse, 
the marital deduction is disallowed with 
respect to the transfer if the donor 
spouse also— 

<D Transferred an interest in the same 
property to another donee (see para¬ 
graph (b) of this section), or 

(ili Retained an Interest In the same 
property In himself (see paragraph <c) 
of this section), or 


(111) Retained a power to appoint an 
Interest in the same property (see para¬ 
graph (d) of this section). 

Notwithstanding the preceding sen¬ 
tence, the marital deduction is disallowed 
under these circumstance* only if the 
other donee, the donor, or the possible 
appointee, may, by reason of the trans¬ 
fer or retention, possess or enjoy any 
part of the property after the termina¬ 
tion or failure of the Interest therein 
transferred to the donee spouse. 

(3) For purposes of this section, a 
distinction is to be drawn between “prop¬ 
erty,” as such term is used in section 
2523. and an “interest in property.” The 
“property” referred to is the underlying 
property In which various interests exist; 
each such interest is not. for this pur¬ 
pose. to be considered as “property.” A 
“terminable interest” in property is an 
interest which will terminate or fail on 
the lapse of time or on the occurrence or 
failure to occur of some contingency. 
Life estates, terms for years, annuities, 
patents, and copyrights are therefore 
terminable interests. However, a bond, 
note, or similar contractual obligation, 
the discharge of which would not have 
the effect of an annuity or term for years, 
is not & terminable interest. 

(b) Interest in property which an¬ 
other donee may possess or enjoy . (1) 
Section 2523 (b) provides that no marital 
deduction shall be allowed with respect 
to the transfer to the donee spouse of a 
“terminable interest” in property, in 
case— 

(1) The donor transferred (for less 
than an adequate and full consideration 
in money or money's worth) an interest 
in the same property to any person other 
than the donee spouse (or the estate of 
such spouse), and 

(U) By reason of such transfer, such 
person (or his heirs or assigns) may pos¬ 
sess or enjoy any part of such property 
after the termination or failure of the 
interest therein transferred to the donee 
spouse. 

(2) In determining whether the donor 
transferred an Interest in property to any 
person other than the donee spouse, it is 
immaterial whether the transfer to the 
person other than the donee spouse was 
made at the same time as the transfer to 
such spouse, or at any earlier time. 

(3> Except ns provided in § 25 2523 
(e)-l, if at the time of the transfer it U 
impossible to ascertain the particular 
person or persons who may receive a 
property interest transferred by the 
donor, such interest is considered as 
transferred to a person other than the 
donee spouse for the purpose of section 
2523 (b). This rule is particularly ap¬ 
plicable in the case of the transfer of a 
property interest by the donor subject 
to a reserved power. See § 25.2511-2. 
Under this rule, any property interest 
over which the donor reserved a power 
to revest the beneficial title in himself, 
or over which the donor reserved the 
power to name new beneficiaries or to 
change the interests of the beneficiaries 
as between themselves, is for the purpose 
of section 2523 (b). considered as trans¬ 
ferred to a "person other than the donee 
spouse.” The following examples il¬ 


lustrate the application of the provision’ 
of this subparagraph: 


(1) If a donor transferred property in, 
trust naming hla wife as the Irrevocable in¬ 
come beneficiary for 10 year*, and providing 
that, upon the expiration of that term, the 
corpus should be distributed among his 
wife and children In such proportion:, 
the trustee should determine, tho right to 
the corpus, tar the purpose of the 
deduction, is considered ns transferred to a 
"person other than tho donee spouse " 

(U) If. In tho above exnmple. the donor 
had provided that, upon the expiration oj 
the 10-year term, the corpus was to be paid 
to his wife, but also reserved the power to 
revolt such corpus in himself, the right to 
corpus, for the purpose of the marital de¬ 
duction. Is considered as transferred to a 
"person other than the donee spouse," 


(4) The term “person other than the 
donee spouse” includes the possible un¬ 
ascertained takers of a property interest, 
as. for example, tire members of a class 
to be ascertained in the future A; 
another example, assume that the donor 
created a power of appointment over a 
property interest, which does not come 
within the purview of § 25.2523 <e>-l. 
In such a cose, the terra “person otlicr 
than the donee spouse” refers to the pos¬ 
sible appointees and takers in default 
(other than the spouse) of such property 
interest. 

(5) An exercise or release at any time 
by the donor (either alone or m con¬ 
junction with any person) of a power to 
appoint an Interest in property even 
though not otherwise a transfer by him 
is considered as a transfer by him in de¬ 
termining. for the purpose of sectiou 
2523 (b>. whether he transferred an in¬ 
terest in such property to & person other 
than the donee spouse. 

(6) The following examples illustrate 
the application of this paragraph. In 
each example it is assumed that the 
property interest which the donor trans¬ 
ferred to a person other than the doivc 
spouse was not transferred for an ade¬ 
quate and full consideration In money or 
money's worth: 

(I) H (the donor) transferred real prop¬ 
erty to W (hla wife) for life, with remainder 
to A and hla helm. No marital deduction 
may be taken with respect to the interest 
transferred to W. since it will terminate upon 
her death and A (or hia heirs or assign* > wl11 
thereafter possess or enjoy the property. 

(II) H transferred property for the bea*"* 
of W and /. The lnoome was payable to w 
for life and upon her death the principal was 
to be distributed to A or hia Issue. However. 
If A should die without taauc. leaving w 
surviving, the principal was then to be dis¬ 
tributed to W. No marital deduction may or 
taken with respect to the Interest transferred 
to W, since It will terminate tn the eTcnt oi 
her death if A or hla lasue survive, and A d 
his issue will thereafter possess or enjoy or 


(ill) H purchased for 4100.000 a life or.nu- 
:y tor W. If the annuity payments nwoe 
uring the life of W should be less Uixm 
100.000. further payments were to be 
o A. No marital deduction may be U**“ 
dth respect to the interest transferred w w. 
ince A may possess or enjoy a part of 
roperty following the termination of w* 
merest. If, however, the oontract pro 
r>r no continuation of payments, and lr 
Klcd for no refund upon the death ot W. 
.rovlded that any refund was to go so u 
state of W, then a marital deduction 
aken with respect to the gift. 
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(It) II transferred property to A for life 
eith remainder to W provided W survives A. 
tmt if W predeceases A. the property la to pass 
to B *nd his heirs. No marital deduction 
BU7 taken with respect to the interest 
iranAlerred to W. 

I*) H transferred real property to A. re- 
WTln.: the right to the rentals of the prop- 
«rty for a term of 20 years. H later trans¬ 
ferred the right to the remaining rentals to 
W. No marital deduction may be taken with 
rttpect to the Interest since It will terminate 
epon the expiration of the balance of the 
lO-year term and A will thereafter possess or 
tsjoy i he property. 

l*l > H transferred s patent to W and A as 
tenant- in common. In this case, the inter - 
erf W will terminate upon the expiration 
of thr t<irxn of the patent, but possession and 
•njoyment of the property by A must neces- 
ttrtly rase at the same time. Therefore, 
dace A s possession or enjoyment cannot ouU 
lut the termination of W a interest, the pro¬ 
visions of section 2523 (b) do not disallow the 
nurltal deduction with respect to t he In tor- 

tit. 

(c) Interest frt property which the 
donor may possess or enjoy. <l) Section 
2523 <b» provides that no marital deduc¬ 
tion Is allowed with respect to the trans¬ 
fer to the donee spouse of a “terminable 

interest” in property, if_ 

<l\The donor retained in himself an 
IntereM in the same property, and 
.Hi’ By reason of such retention, the 
donor (or his heirs or assigns) may pos¬ 
sess or enjoy any part of the property 
Mtcr the termination or failure of the 
inten^t transferred to the donee spouse. 
However, as to a transfer to the donee 
spou*e as sole Joint tenant with the 

5^5^523* &T* ^ ^ CnUrety ’ *** 

. ( # 2) . L n P^neral, the principles illus- 
tnted by the examples under paragraph 
of this section are applicable in de¬ 
termining whether the marital dcduc- 
lon may be taken with respect to a prop¬ 
erty interest transferred to the donee 
H*m.' subject to the retention by the 
ttn in * cre st in the same prop- 
application of this paragraph 
> be further illustrated by the follow- 
“*• ex tmple: 


The donor PurchBMKl three «n- 

him ^.U act ^ <or lbe b * rlf0t ot hi* wife 
SS** T* 1 * nm contract provided for 
Wtf ° f ° r lUe - wlth «»«*»<> to 
nude oTJ" ^ Ul ° -ggregat® payment* 
ttT* ‘ *«? wx '««• than the ooct of 

for navm^' The M!Cond cohtract provided 
*thl ? *?. tto * dmior tor life, and then 
■the tOT ur * U *tinrlvrd the donor, 

the P rovlcI «l for payment* to 

»hd th« ,* n< L hU wlfe for lh4f,r W»t live. 
Ro m..o tb0 « urTlvo >- of them for Ufo. 
*P*«^ to‘- 1 “eduction may be taken with re- 
«ha*ei r r Vlf * Uu re ™ltlng from the pur- 
Bmtrai! c ,°. ntr ® ct » *>««*• 1» the ca*e of 
Joy a^u-1 donor mn y poa*eiw or rn- 

ui, ,Pf* the property nfter the termlno- 
ttewuc. 01 the ,ntCTe *t tranaferred to 

donor retoSfi** provi!rtv 0ver ■*** th < 

Section 25^ ?h? po,<: " 1o “PPO'nt- <1) 

uai dodtf^ < ! >> ?r° vldps thnt n ° mar - 
tho 1SSSS^£ showed with respect to 
“terminal r , to the donce spouse ot a 
(I) T . Interest'* in property if— 

the tran*, d0nor hftd * Immediately after 
terest in Ih* * P0Wer 10 nppolnt to- 
(U) ** mo propor *y. a «d 
(either X?° n0 ^ power w a5 exercisable 
alone or in conjunction with any 

Wo. 224——6 
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pepon) in such manner that the ap¬ 
pointee may possess or enjoy any part 
of the property after the termination or 
failure of the interest transferred to the 
donee spouse. 

*2) For the purposes of section 2523 
<b). the donor is to be considered as hav¬ 
ing, immediately after the transfer to the 
donee spou.se. such a power to appoint 
even though the power cannot be exer¬ 
cised until after the lapse of time, upon 
the occurrence of on event or contin¬ 
gency. or upon the failure of an event or 
contingency to occur. It is immaterial 
whether the power retained by the donor 
was a taxable power of appointment un¬ 
der section 2514. 

(3) The principles Illustrated by the 
examples under paragraph <b) of this 
section are generally applicable in deter¬ 
mining whether the marital deduction 
may be taken with respect to a property 
interest transferred to the donee spouse 
subject to retention by the donor of a 
power to appoint an interest in the same 
property. The application of this para¬ 
graph may be further illustrated by the 
following example: 

Example. The donor, having a power of 
appointment over certain property, appointed 
a life estate to hi* spouse. No marital de¬ 
duction mny be taken with respect to such 
transfer, since, if the retained power to ap¬ 
point the remainder interest Is exercised, the 
appointee thereunder may possess or enjoy 
the property after the termination or failure 
of the interest taken by the donee spouse. 

ft 25.2523 (c) Statutory provisions; 
cri/t to spouse; interest in unidentified 
assets 

8tc. 2523. Gift to spouse. • • • 

<c> intercut in Unidentified assets. Where 
the assets out of which, or the proceeds of 
which, the Interest transferred to the donee 
spouts mny be sat la fled include a particular 
asset or assets with respect to which no de¬ 
duction would be allowed if such asset or 
assets were transferred from the donor to 
such spouse, then the value of the Interest 
transferred to auch spouse shall, for pur¬ 
pose* of subsection (a), be reduced by the 
aggregate value of such particular assets. 


i 25.2523 (c)—1 Interest in unidenti - 
fled assets. <a> Section 2523 <c> provide* 
that if an interest passing to a donee 
spouse may be satisfied out of a group 
of assets (or their proceeds) whifch in¬ 
clude a particular asset that would be 
a nondeductible interest if it passed from 
the donor to his spouse, the value of the 
interest passing to the spouse is reduced, 
for the purpose of the marital deduction, 
by the value of the particular asset. 

(b) In order for this section to apply, 
two circumstances must coexist, as 
follows: 

(1) The property interest transferred 
to the donee spouse must be payable out 
of a group of assets. An example of a 
property interest payable out of a group 
of assets is a right to a shore of the 
corpus of a trust upon Us termination. 

(2) The group of assets out of which 
the property Interest is payable must in- 
clude one or more particular assets 
which. If transferred by the donor to 
the donee spouse, would not qualify for 
the marital deduction- Therefore, sec¬ 
tion 2523 (c) Is not applicable merely 
because a group of assets includes a ter¬ 
minable interest, but u'ould only be np- 


8929 

4 

plicable if the terminable interest were 
nondeductible under the provisions of 
§ 25.2523 <b)-l*. 

• <c> If the circumstances in the pre¬ 

ceding paragraph are both present, the 
marital deduction with respect to such 
property interest may not exceed one- 
half of the excess, if any. of its value 
over the aggregate value of the particu¬ 
lar asset or assets which, if transferred 
to the donee spouse, would not qualify 
for the marital deduction. The applica¬ 
tion of this section may be illustrated by 
the following example: 

Example. H was absolute owner of a rental 
properly and on July 1. 1050. transferred It 
to A by gift, reserving the income for a period 
or 20 years. On July 1. 1055. he created a 
trust to lost for a period of 10 years, li was 
to receive the income from the trust and at 
the termination of the trust the trusteo Is to 
turn over to H s wife. W. property having n 
value of 0100.000. The trustee has absolute 
discretion in deciding which properties In 
the corpus he shall turn over to W In satis¬ 
faction of the gift to her. The trustee re¬ 
ceived two Items of property from H. Item 
(1) consisted of shares of corporate stock. 
Item (2) consisted of the right to recelvo the 
Income from the rental property during the 
unexpired portion of the 20-year term. As¬ 
sume that at the termination of the trust on 
July 1, 1905. the value of the right to the 
rental income for the then unexpired term 
of 6 years (item (2)) will be $30,000. Since 
item (2) Is a nondeductible Interest and the 
trustee can turn it over to W in partial satis¬ 
faction of her gift, only $70,000 of the $100,- 
000 receivable by her on July l, 19G5, will be 
considered as property with respect to which 
a marital deduction Is allowable. The pres¬ 
ent value on July 1. 1055, of the right to re¬ 
ceive $70,000 at the end of 10 years Is 
$40,624 33 ($70,000x0.708919. as found In 
Table n of 125.2512-5). The value of the 
property qualifying for the marital deduc¬ 
tion. therefore. Is $49,624.33 and a marital 
deduction is allowed for one-half of that 
amount, or $244)12.17. 

5 25.2523 <d) Statutory provisions; 
yi/t to spouse; joint interest. 

&*c. 2523. Gift to spouse. • • • 

(d) Joint interest. If the Interest Is 
transferred to the donee spouse as sole Joint 
tenant with the donor or os tenant by the 
entirety, the Interest of the donor ln the 
property which exists solely by reason of the 
possibility that the donor may survive the 
donee spouse, or that there may occur a 
severance of the tenancy, shall not be con¬ 
sidered for purposes of subsection <b) as im 
Interest retained by the donor in himself. 

$ 25.2523 <d)-l Joint interests. Sec¬ 
tion 2523 <d> provides that if a property 
interest is transferred to the donco 
spouse as sole Joint tenant with the 
donor or as a tenant by the entirety, the 
interest of the donor in the property 
which exists solely by reason of the pos¬ 
sibility that the donor may survive the 
donee spouse, or that there may occur a 
severance of the tenancy, is not for the 
purposes of section 2523 «b>, to be con¬ 
sidered as an interest retained by the 
donor in himself. Under this provision, 
the fact that the donor may, as surviving 
tenant, possess or enjoy the property 
after the termination of the interest 
transferred to the donee spouse does not 
preclude the allowance of the marital 
deduction with respect to the latter In¬ 
terest. Thus, If the donor purchased real 
property in the name of himself and wife 
as tenants by the entirety, or as Joint 
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tenants with right of survivorship and. 
pursuant to the provisions of section 
2515 <c>. elected to treat such transac¬ 
tion as a completed gift in the calendar 
year effected, a marital deduction equal 
to one-half the value of the interest of 
the donee spouse in such property may be 
token. See paragraph (c) of fi 25.2523 
and section 2524. 

{25.2523 (c) Statutory provisions: 
gift to spouse; life estate with power of 
appointment in donee spouse . 

8 *c. 2523. Gift to spouse, • • • 

<•) Life estate with power of appointment 
in donee spouse. Where the donor transfers 
on In tercet In property, if by such transfer 
tils spouse la entitled for life to aU of the 
Income from the entire interest, or ail the 
Income from a specific portion thereof, pay¬ 
able annually or at more frequent tntervals. 
with power in the donee spouse to appoint 
the entire interest, or such specific portion 
(exercisable In favor of such donee rpoute. 
or of the estate of such douce spouse, or In 
favor of either, whether or not in each 
case the power Is exercisable In favor of 
others), and with no power In any other 
person to appoint any part of such Interest, 
or such portion, to any person other than 
the donee spouse— 

(1) The Interest, or such portion, so trans¬ 
ferred shall, for purposes of subsection (a) 
bo considered as transferred to the donee 
spouse, and 

(2) No part of the interest, or such por¬ 

tion. so transferred shall, for purposes 
of subsection (b) (1), be considered as 

rctainrd in the donor or transferred to any 
person other than the donee spouse. 

This subsection shall apply only if. by such 
transfer, such power in the donee spouse to 
appoint the interest, or such portion, 
whether exercisable by wUl or during Ufe, is 
exercisable by such spouse alone and In all 
events. 

{ 252523 (e)-l Marital deduction ; 

Ufe estate with power of appointment tn 
donee spouse —(a) /n general . Section 
2523 <e> provides that if an interest in 
property is transferred by a donor to his 
spouse (whether or not in trust> and the 
spouse is entitled for life to all the in¬ 
come from the entire interest or ail the 
income from a specific portion of the en¬ 
tire interest, with a power in her to ap¬ 
point the entire interest or the specific 
portion, the interest transferred to her is 
a deductible interest, to the extent that 
it satisfies all five of the conditions set 
forth below (see paragraph (b) of this 
section if one or more of the conditions 
is satisfied as to only a portion of the 
interest!: 

(1) The donee spouse must be entitled 
for Ufe to all of the income from the en¬ 
tire interest or a specific portion of the 
entire interest, or to a specific portion of 
all the income from the entire interest. 

(2) The Income payable to the donee 
spouse must be payable annually or at 
more frequent intervals. 

(3) The donee spouse must have the 
power to appoint the entire interest or 
the specific portion to either herself or 
her estate. 

<4> The power in the donee spouse 
must be exercisable by her alone and 
(whether exercisable by will or during 
life) must be exercisable in aU events. 

(5) The entire interest or the specific 
portion must not be subject to a power 
in any other person to appoint any part 


to any person other than the donee 
spouse. 

(bi Specific portion ; deductible 
amount. If either the right to income or 
the power of appointment given to the 
donee spouse pertains only to a specific 
port ion of a property interest, the portion 
of the interest which qualifies as a de¬ 
ductible interest is limited to the extent 
that the rights in the donee spouse meet 
all of the five conditions described in 
paragraph (a) of this section. While the 
rights over the income and the pow'er 
must coexist as to the same interest in 
property, it is not necessary that the 
rights over the Income or the power as 
in such interest be in the same propor¬ 
tion. However, if the rights over income 
meeting the required conditions set forth 
in paragraph <a> (1) and (2) of this sec¬ 
tion extend over a smaller share of the 
property interest than the share with 
respect to which the power of appoint¬ 
ment requirements set forth in para¬ 
graph (a> <3> through (5) of this section 
are satisfied, the deductible interest is 
limited to the smaller share. Con¬ 
versely. if a power of appointment 
meeting all the requirements extends to 
a smaller portion of the property interest 
than the portion over which the income 
rights pertain, the deductible interest 
cannot exceed the value of the portion 
to which such power of appointment ap¬ 
plies. Thus, if the donor gives to the 
donee spouse the right to receive an¬ 
nually aU of the income from a particular 
property interest and a power of ap¬ 
pointment meeting the specifications 
prescribed in paragraph (a> (3) through 
(5> of this section as to only one-half of 
the property interest, then only one-half 
of the property interest Is treated as a de¬ 
ductible interest Correspondingly, if 
the income interest of the spouse satis¬ 
fying the requirements extends to only 
one-fourth of the property interest and 
a testamentary power of appointment 
satisfying the requirements extends to all 
of the property interest, then only one- 
fourth of the interest in the spouse quali¬ 
fies as a deductible interest. Further, if 
the donee spouse has no right to income 
from a specific portion of a property in¬ 
terest but a testamentary power of ap¬ 
pointment which meets the necessary 
conditions over the entire interest, then 
none of the interest qualifies for the de¬ 
duction. In addition, if, from the time of 
the transfer, the donee spouse has a 
power of appointment meeting all of the 
required conditions over three-fourths of 
the entire property interest and the pre¬ 
scribed income rights over the entire in¬ 
terest. but with a power in another per¬ 
son to appoint one-half of the entire 
interest, the value of the interest in the 
donee spouse over only one-half of the 
property interest will qualify as a de¬ 
ductible interest. 

(c) Definition of "specific portion *\ 
A partial Interest in property is not 
treated as a specific portion of the entire 
Interest unless the rights of the donee 
spouse in income and a a to the power 
constitute a fractional or percentile 
share of a property interest so that such 
interest or share in the donee spouse re¬ 
flects Its proportionate share of the in¬ 
crement or decline in the whole of the 


property Interest to which the Income 
rights and the power relate. Thus, if 
the right of the spouse to income nnd 
the power extend to one-half or a ?pecl- 
fied percentage of the property, or ihe 
equivalent, the interest is considered a 
specific portion. On the other hand, if 
the annual Income of the spouse is lim¬ 
ited to a specific sum. or if she has a 
pow er to appoint only a specific sum out 
of a larger fund, the interest Ls not a 
deductible interest. Even thouph the 
rights in the donee spouse may not be 
expressed in terms of a definite fraction 
or percentage, a deduction may be allow¬ 
able if it is shown that the effect of local 
law is to give the spouse rights which 
are identical to those she would have 
acquired if the size of the share had been 
expressed In terms of a definite fraction 
or percentage. The following examples 
Illustrate the application of this and the 
preceding paragraphs of this section: 


Siam pie (I). The donor transferred to a 
trustee 500 Identical shares of X Company 
•rock. He provided that during the lifetime 
of the donee spouse the trustee nhould pay 
her annually one-half of the trust income or 
60.000. whichever la the larger. The 
was also given a general power of appoint¬ 
ment. exercisable by her last will over the 
sum of $150,000 or over three -fourths of tbt 
trust corpus, whichever should be nf larger 
value. Since there la no certainty that the 
trust Income will not vary from year to year, 
for purposes of paragraphs (a) and (b) of 
this section, an annual payment of a apecl- 
Qed sum, such as the 66,000 provided for in 
this case, is not considered as representing 
the income from a definite fraction or » spe¬ 
cific portion of the entire Interest if that * rre 
the extent of the spouse’s interest How¬ 
ever. since the spours is to receive ouuvuily 
at least one-half of the trust tncoir 
will, for purposes of paragraphs (a) and <b) 
of this section, toe considered as receiving au 
of the Income from one-half of the entire 
Interest in the stock. Inasmuch as there is 
no certainty that the value af the stock wUl 
be the same on the date af the donee *j* * 

death as it was on the date of the transfer 
to the trustee, for purposes of pornKr&r 11 * 
(a) and (b> of this section, a special -urn. 
such as the 6160.000 provided for in thin case, 
is not considered to be a definite fraction of 
tlic entire Interest. However, since the done# 
spouse has a general power of appointment 
over at least three-fourths of the trunt cor¬ 
pus, she is considered as having a general 
power of appointment over three-fourth s of 
the entire Interest In the stock. 

Example (2). The donor transferred to s 
trustee an office building and 250 Went j5*} 
shares of Y Company stock. He provided 
that during the lifetime of the donee sp.uxe 
the trustee should pay her annually tnree* 
fourths of the trust Income. The spouse woa 
glven a general power of appointment, exer¬ 
cisable by will, over the office buildup *ma 
100 shares of the stock. By the terms of ~ 
trust instrument the donee spouse is 
all the Income from a definite fraction oft® 
entire interest In the office building And 
the stock. She also has a general 
appointment over the entire Interest in 
office building. However, since the 
of property represented by a single 
stock would be altered if thq °°Y QT * t h‘ 0 
split Its stock, issued stock dividend*, ^ 
a distribution of capital, etc., a power ' 
appoint 100 shares at the time of the 
spouse* death U not the same 
as a power to appoint 0* 

Interest which the 250 shares represeu 

the date of the gift. If It is shown in this 

cose that the effect of local law l* t 

the spouao a general power 

only the 100 shares designated by the d^n 
















Saturday, November 15, 195S 

bat ttljo ***** of any shares or amount* 
which arc distributed by the corporation and 
Included In the corpue, the requirement* of 
thi* paragraph wUl be satisfied and the donee 
ipmse will be considered a* having a gencrfil 
po^rr to appoint & the cnUre interest 
la the 350 share*. 
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(ch Definition of “entire interesV\ 
fitacc a marital deduction is allowed for 
cac.v qualifying separate interest in prop¬ 
erty transferred by the donor to the 
don.. spouse, for purposes of paragraphs 
a. atid (b) of this section, each property 
interest with respect to which the donee 
jpou-s.* received some rights is considered 
aepsrately In determining whether her 
right* extend to the entire interest or to 
t specific portion of the entire interest. 
A proj>erty interest which consists of 
sev( i d identical units of property (such 
w u b! °dc of 250 shares of stock, whether 
the ownership is evidenced by one or 
several certificates) is considered one 
property interest, unless certain of the 
unit, are to be segregated and accorded 
different treatment, in which case each 
•ear ated group of items is considered a 
•epnrate property interest. The bequest 
of a specified sum of money consitutcs 
the bequest of a separate property in¬ 
terest If immediately following the trans¬ 
fer arid thenceforth It. and the invest¬ 
ments made with it. must be so segre¬ 
gated or accounted for as to permit its 
identification as a separate item of prop¬ 
erty. The application of this paragraph 
be illustrated by the following 
examples: 

tzampU (f). The donor transferred to a 
three adjoining farms, Blackacre. 
wniteacrc, and Qreenorre. The trust instru- 
i ] ™vided that during the lifetime of 
we done* spouse the trustee should pay her 
•il ni the income from the trust. Upon her 
all of BlacJcacre, a one-half Interest in 
wmteacr*. and a one-third Interest in Qreen- 
*cr» to be distributed to the person or 
Appointed by her in her will. The 
epouso l* considered as being entitled 
th ® Inborn* from the entire Interest 
o Blackacre, all of the Income from the eti- 
interest In Whlteacre. and all of the ln- 
/ rom lhe entire Interest In Oreenacre. 
also k considered as having a power of 
JPPotatmrot over the entire Interest In 
over one - h » lf °* the enure Interest 

Si.rl!!' aCT %' • na ov * r ohe-third of the enure 
“wrr.n i„ Oreenacre. 

I1SB J 2> ' Tbe do,lo r transferred 
, C ' “ tru,tc «- C la to Invest the 
and pay mi of the Income from the In- 
w m *° w * the <> rt hor*s spouse, annually. 

»* iriv«n a general power, exercisable by 
trut ° “J >I>o4l,t nn®-half of the corpus or the 
hMhrn.r ‘ mmf *llAtcly following estab- 
to* the #250,000 will bo 

csuJT Uy 8 ^ ?rc « at<Hj Permit its ldentlfl- 
wui •fP* r **« hem. and the #250.000 

The*w * »**». *° tnUre P r °P« rt y interest. 
Power W * right to income and a 
G* VfxtL such that one-half of 

* deductible Interest. 

shorn Th ® donor transferred 100 

W, th« fw C ? rpor * l,on »iock to D, os trustee. 

We of S2 f P0U “- U 10 recelve *“ of tho 
wWu it “ trust «nd U given a 

M... oufr;, , ” rcl “ bl « by win - *° »p- 

ISJ.000 " I„°li 1 l | he tru,t the sum of 

•Mtalelv ?*“ tll# *25 000 Is not. Im- 

trust tjm establishment of the 

towSSEZ*** •*•*•***•* to permit 1U 
111 which ft # ®i >arat ® item of property 

Th? unee *P° U « baa tho entire In¬ 
tuit th* f . are ’ the WS.OOO does not con- 
PunSL *? Ur * ,nt ® real In » property for 
•icu^ e oX P^mgraphs (a) and (b) of this 


(e) Application of local law. In de¬ 
termining whether or not the condition# 
set forth in paragraph (a) <1> through 
(5) of this section are satisfied by the 
Instrument of transfer, regard is to bo 
had to the applicable provisions of the 
law of the jurisdiction under which the 
interest passes and. if the transfer is in 
trust, the applicable provisions of the law 
governing the administration of the 
trust For example, silence of a trust 
instrument ns to the frequency of pay¬ 
ment will not be regarded as a failure to 
satisfy the condition set forth in para¬ 
graph (a) (2) of this section that income 
must be payable to the donee spouse an¬ 
nually or more frequently unless the ap¬ 
plicable law permits payment to be made 
less frequently than annually. The 
principles outlined in this paragraph and 
paragraphs <f> and (g) of this section 
which are applied in determining wheth¬ 
er transfers in trust meet such condi¬ 
tions are equally applicable in ascertain¬ 
ing whether, in the case of interests not 
in trust, the donee spouse has the equiva¬ 
lent in rights over income and over the 
property. 

(f) Right to f/ieome. (1) if an Inter¬ 
est is transferred in trust, the donee 
spouse is “entitled for life to all of the 
Income from the entire interest or a 
specific portion of the entire interest/* 
for the purpose of the condition set forth 
in paragraph (a) (1) of this section, if 
the effect of the trust is to give her sub¬ 
stantially that degree of beneficial en¬ 
joyment of the trust property during her 
life which the principles of the law of 
trusts accord to a person who is unqual¬ 
ifiedly designated as the life beneficiary 
of a trust. Such derrree of enjoyment is 
given only if it was the donor’s intention, 
as manifested by the terms of the trust 
instrument and the surrounding circum¬ 
stances. that the trust should produce 
for the donee spouse during her life such 
an income, or that * the spouse should 
have such use of the trust property as 
is consistent with the value of the trust 
corpus and with its preservation. The 
designation of the spouse as sole income 
beneficiary for life of the entire interest 
or a specific portion of the entire Interest 
will be sufficient to qualify the trust un¬ 
less the terms of the trust and the sur¬ 
rounding circumstances considered as a 
whole evidence an intention to deprive 
the spouse of the requisite degree of en¬ 
joyment. In determining whether a 
trust evidences that Intention, the treat¬ 
ment required or permitted with respect 
to individual items must be considered 
in relation to the entire system provided 
for the administration of the trust. 

(2) If the over-all effect of a trust is 
to give to the donee spouse such en¬ 
forceable rights as will preserve to her 
the requisite degree of enjoyment, it 1s 
Immaterial whether that result is ef¬ 
fected by rules specifically stated in the 
trust Instrument, or, in their absence, by 
the rules for the management of the 
trust property and the allocation of re¬ 
ceipts and expenditures supplied by the 
State law. For example, a provision in 
the trust instrument for amortization of 
bond premium by appropriate periodic 
charges to interest will not disqualify the 
interest transferred in trust even though 
there is no 8tate law specifically au¬ 


thorizing amortization or there Is a 
State law denying amortization which is 
applicable only in the absence of such 
a provision In the trust instrument. 

(3) In the case of a trust, the rules to 
be applied by the trustee in allocation of 
receipts and expenses between income 
and corpus must be considered in rela¬ 
tion to the nature and expected pro¬ 
ductivity of the assets transferred in 
trust, the nature and frequency of oc¬ 
currence of the expected receipts, and 
any provisions as to change in the form 
of investments. If It is evident from 
the nature of the trust assets and the 
rules provided for management of the 
trust that the allocation to income of 
such receipts ns rents, ordinary cash 
dividends and interest will give to the 
spouse the substantial enjoyment dur¬ 
ing life required by the statute, provi¬ 
sions that such receipts as stock divi¬ 
dends and proceeds from the conversion 
of trust assets shall be treated as corpus 
will not disqualify the interest trans¬ 
ferred in trust. Similarly, provision for 
a depletion charge against income in the 
case of trust assets which are subject to 
depiction will not disqualify the Interest 
transferred In trust, unless the effect is 
to deprive the spouse of the requisite 
beneficial enjoyment. The same prin¬ 
ciple is applicable in the case of depre¬ 
ciation, trustees’ commissions, and other 
charges. 

(4) Provisions granting administrative 
powers to the trustees will not have the 
effect of disqualifying on interest trans¬ 
ferred in trust unless the grant of powers 
evidences the intention to deprive the 
donee spouse of the beneficial enjoy¬ 
ment required by the statute. Such an 
Intention w r lll not be considered to exist 
if the entire terms of the instrument are 
such that the local courts will impose 
reasonable limitations upon the exercise 
of the powers. Among the powers which 
if subject to reasonable limitations will 
not disqualify the interest transferred 
In trust are the power to determine the 
allocation or apportionment of receipts 
and disbursements between income and 
corpus, the power to apply the income or 
corpus for the benefit of the spouse, and 
the power to retain the assets transferred 
to the trust. For example, a power to 
retain trust assets which consist sub¬ 
stantially of unproductive property will 
not disqualify the interest if the applica¬ 
ble rules for administration of the trust 
require, or permit the spouse to require, 
that the trustee either make the property 
productive or convert it within a reason¬ 
able time. Nor will such a power dis¬ 
qualify the interest if the applicable rules 
for administration of the trust require 
the trustee to use the degree of judg¬ 
ment and care in the exercise of the 
power which a prudent man would use 
if he were owner of the trust assets. 
Further, a power to retain a residence 
for the spouse or other property for the 
personal use of the spouse will not qualify 
the interest transferred in trust. 

(5) An interest transferred in trust 
will not satisfy the condition set forth 
In paragraph (a) (1) of this section that 
the donee spouse be entitled to all the 
income If the primary purpose of the 
trust is to safeguard property without 
providing the spouse with the required 
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beneficial enjoyment. Such trusts In¬ 
clude not only trusts which expressly 
provide for the accumulation of the in¬ 
come but also trusts which Indirectly 
accomplish a similar purpose. For ex¬ 
ample, assume that the corpus of a trust 
consists substantially of property which 
is not likely to be Income producing dur¬ 
ing the life of the donee spouse and that 
the spouse cannot compel the trustee to 
convert or otherwise deal with the prop¬ 
erty as described in subparagraph (4) of 
this paragraph. An interest transferred 
to such a trust will not qualify unless the 
applicable rules for the administration 
require, or permit the spouse to require, 
that the trustee provide the required 
beneficial enjoyment, such os by pay¬ 
ments to the spouse out of other assets 
of the trust. 

(6) If a trust may be terminated dur¬ 
ing the life of the donee spouse, under 
her exercise of a power of appointment or 
by distribution of the corpus to her, the 
interest transferred in trust satisfies the 
condition set forth in paragraph (a) U) 
of this section (that the spouse be en¬ 
titled to all the income) If she (l) is 
entitled to the income until the trust 
terminates, or <ii> has the right, exer¬ 
cisable in ail events, to have the corpus 
distributed to her at any time during 
her life. 

(7) An interest transferred in trust 
falls to satisfy the condition set forth in 
paragraph (a) (1> of tills section, that 
the spouse be entitled to all the income, 
to the extent that the income is required 
to be accumulated in whole or in part 
or may be accumulated in the discretion 
of any person other than the donee 
spouse; to the extent that the consent of 
any person other than the donee spouse 
is required as a condition precedent to 
distribution of the income: or to the ex¬ 
tent that any person other than the 
donee spouse has the power to alter the 
terms of the trust so as to deprive her of 
her right to the income. An Interest 
transferred in trust will not fall to satisfy 
the condition that the spouse be entitled 
to all the income merely because its 
terms provide that the right of the donee 
spouse to the income shall not be subject 
to assignment, alienation, pledge, at¬ 
tachment or claims of creditors. 

<8) In the case of an Interest trans¬ 
ferred in trust, the terms "entitled for 
life" and "payable annually or at more 
frequent Intervals", as used in the con¬ 
ditions set forth in paragraph <a> (1) 
and <2> of this section, require that un¬ 
der the terms of the trust the income re¬ 
ferred to must be currently (at least 
annually; see paragraph <e) of this 
section) distributable to the spouse 
or that she must have such command 
over the income that it is virtually hers. 
Thus, the conditions in paragraph (a) 
(1) and (2) of this section are satisfied 
in this respect if. under the terms of the 
trust Instrument, the donee spouse has 
the right exercisable annually (or more 
frequently) to require distribution to 
herself of the trust income, and other¬ 
wise the trust income is to be accumu¬ 
lated and added to corpus. Similarly, as 
respects the Income for the period be¬ 
tween the last distribution date and the 
date of the spouse's death, it Is sufficient 


If that Income Is subject to the spouse's 
power to appoint Thus, if the trust in¬ 
strument provides that income accrued 
or undistributed on the date of the 
spouse's death is to be disposed of as if 
it had been received after her death, and 
if the spouse has a power of appointment 
over tlie trust corpus, the power neces¬ 
sarily extends to the undistributed in¬ 
come. 

<g> Power of appointment in donee 
spouse. (1) The conditions set forth in 
paragraph (a) (3) and (4) of this sec¬ 
tion, that is, that the donee spouse must 
have a power of appointment exercisable 
in favor of herself or her estate and ex¬ 
ercisable alone and in all events, are not 
met unless the power of the donee spouse 
to appoint the entire interest or a spe¬ 
cific portion of it falls within one of the 
following categories: 

ii) A power so to appoint fully exer¬ 
cisable in her own favor at any time dur¬ 
ing her life (as. for example, an un- 
Umited power to invade); or 

(ID A power so to appoint exercisable 
in favor of her estate. Such a power, if 
exercisable during life, must be fully 
exercisable at any time during life, or, 
if exercisable by will, must be fully exer¬ 
cisable Irrespective of the time of her 
death; or 

(tii) A combination of the powers de¬ 
scribed under subdivisions (i) and (ii) 
of tills subparagraph. For example, the 
donee spouse may. until she attains the 
age of 50 years, have a power to appoint 
to herself and thereafter have a power to 
appoint to her estate. However, the 
condition that the spouse's power must 
be exercisable in all events is not satis¬ 
fied unless irrespective of when the donee 
spouse may die the entire Interest or a 
specific portion of it will at the time of 
her death be subject to one power or the 
other. 

(2) The power of the donee spouse 
must be a power to appoint the entire 
Interest or a specific portion of it as 
unqualified owner (and free of the trust 
if a trust is involved, or free of the Joint 
tenancy If a joint tenancy is involved) 
or to appoint the entire Interest or a 
specific portion of It as a part of her 
estate (and free of the trust if a trust 
is involved), that is. In effect, to dispose 
of it to whomsoever she pleases. Thus, 
if the donor transferred property to a son 
and the donee spouse as Joint tenants 
with right of survivorship and under 
local law the donee spouse has a power 
of severance exercisable without consent 
of the other Joint tenant, and by exer¬ 
cising this power could acquire a one- 
half interest in the property as a tenant 
in common, her power of severance will 
satisfy the condition set forth in para¬ 
graph (a) (3) of this section that she 
have a power of appointment in favor 
of herself or her estate. However. If the 
donee spouse entered Into a binding 
agreement with the donor to exercise the 
power only in favor of their issue, that 
condition is not met. An interest trans¬ 
ferred in trust will not be regarded as 
falling to satisfy the condition merely 
because takers in default of the donee 
spouse's exercise of the power are desig¬ 
nated by the donor. The donor may 
provide that, in default of exercise of the 


power, the trust shall continue for an 
additional period. 

(3) A power is not considered to be a 
power exercisable by a donee sv :se 
alone and In all events as require! by 
paragraph (a) (4) of this section ihe 
exercise of the power in the donee r cuss 
to appoint the entire Interest or a spa* 
clfic portion of it to herself or to her 
estate requires the Joinder or consent of 
any other person. The power is not ex¬ 
ercisable in all events'. If it can be ter¬ 
minated during the Ufe of the donee 
spouse by any event other than her com¬ 
plete exercise or release of it. Further, 
a power is not "exercisable in all events’* 
if it may be exercised for a limited pur¬ 
pose only. For example, a power winch 
is not exercisable in the event o( the 
spouse's remarriage is not exercisable in 
all events. Likewise, if there nrt any 
restrictions, either by the terms of the 
instrument or under applicable local law. 
on the exercise of a power to consume 
property (whether or not held in trust) 
for the benefit of the spouse, the power 
is not exercisable in all events. Thus, If 
a power of Invasion is exercisable only 
for the spouse's support, or only for her 
limited use. the power is not exercisable 
in all events. In order for a power of In¬ 
vasion to be exercisable in all events, the 
donee spouse must have the unrestricted 
power exercisable at any time during her 
life to use all or any part of the property 
subject to the power, and to dispose of 
it in any manner, including the power to 
dispose of it by gift (whether or not she 
has power to dispose of it by will' • 

(4) If the power is in existence at sui 
times following the transfer of the Inter¬ 
est, limitations of a formal nature will 
not disqualify the interest. Examples 
of formal limitations on a power exer¬ 
cisable during life are requirements that 
an exercise must be in a particular form, 
that it must be filed with a trustee dur- 
ing the spouse's life, that reasorub.e 
notice must be given, or that reasonno.e 
Intervals must elapse between suocc^j^ 
partial exercises. Examples of formal 
limitations on a power exercisable by » u 
ore that It must be exercised by a yin 
executed by the donee spouse “*tcr ui 
making of the gift or thnt exercise must 
be by specific reference to the power. 

(6) If the donee spouse has the req¬ 
uisite power to appoint to herself or ••« 
estate. It Is Immaterial that she ll 
one or more lesser powers. Thus. ” ' 
has a testamentary power to appoim ‘ 
her estate, she may also have “ t 
power of withdrawal or of Wdjohu 
during her life. Similarly. If she 5 
unlimited power of withdrawal. sh«. may 
have a limited testamentary PO» cr .. 

<h) Existence of a power m onotner. 
Paragraph <a> <5) of thls scctio p 
vides that a transfer dejeribedto P* 
graph fa) is nondeductible to the ext 
that the donor created a power toge 
trustee or In any other person to 
a part of the Interest to «y person cU. 
than the donee spouse. However, 
powers In other persons which arc m op¬ 
position to that of the donee spo 
cause a portion of the tnterc- riV 
to satisfy the condition set forth tn P 
graph <a> <5> of this Wctlon. T^;^ 
nmvnr in a trustee to distribute 
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10 or for the benefit of the donee spouse 
will not disqualify the trust. Similarly. 
« power to distribute corpus to the spouse 
for the upport of minor children will not 
disqualify the trust if she is legally obli¬ 
gated to support such children. The 
application of this paragraph may be 
illustrated by the following examples: 


Enmplf (f). Assume that a donor created 
a trait, designating his spouse aa income 
beneficiary tor Me with on unrestricted 
power In the spouse to Appoint the corpus 
daring her Me. The donor further provided 
that in the event the donee spouse should 
the without having exercised the power, the 
trust should continue for the Me of his eon 
wifh o power in the eon to appoint the cor¬ 
pus the power In the eon could be¬ 

come ('jnrriaabie only after the death of the 
(tone? %. *u*e, the Interest la not regarded 
•4 falling to satisfy the condition set forth 
in pnrj^fitph (a) (ft) of 4hi» section. 

ham pic (2). Assume that the donor 
created a trust, designating his spouse as in- 
coor tnncficiary tor life and as donee of a 
pnwrr to appoint by will the entire oorpus. 
Tht dottur further provided thnt the trustee 
could distribute 90 percent of the corpus to 
tht donor's son when he reached the age of 
Ift ys ars Since the trustee has a power to 
appoint 3o percent of the entire interrat for 
the benefit of a person other than the donee 
Jpoooe, only 70 percent of the interest placed 
in tnirt satisfied the condition set forth In 
paragraph (a) |ft) of thla section. If, In this 
the donee spouse nad a power, exercis- 
by brr will, to appoint only one-half of 
toe corpus ns U was constituted at the time 
a her death. It should be noted that only 3ft 
pftcant of the interest placed In the trust 
•mild rstiify the condition set forth in para- 
Papb in) (3) of this section. 

125 2523 ff) Statutory provisions ; 
community property . 

*** 2553. Gift to spouse. • • • 

ity property. (1) A deduction 
SVuTif* ^h**** 1 * under thla secUon shall 
ti s only 10 *** exunt that the Uana- 
a gift of prep- 
7 Which is not. at the time of the gift, 
property under the law 
nJSL T#rrtto *T* or possession of the 
0«'«W State,. or of any foreign country. 
m r ot purpo» » of paragraph <1). com- 
pr operty (except property which la 
„ “ “ immunity property aolely by 

J?" "f < a >> * h “» not be con- 

th, "* ld “ community property- if 

<rf ,uch P~P«rty <*nd not 

z&?sr£r *> u ucate<i - th * 

«K^in» U ^X -*• cal(,ndBr y' ar >90 or In 
endar yoorm, property held sa 
by rr(un n m n'# Illty propm y (unless considered 
h^SLL Paraph (2) as not so held) 
WU/NCI br r ~ °?° r and tho donee spouse con- 
amS. f Uail «»oUon or a series of trans¬ 
it*! ^^!^, proptrtjr ot tb€ don6r 
ownerahm^? 1 !! < lncludl **g form of co- 
•o scqutrM Mpftrtte Property 

*fQin}rti .i ***• dono r and any property 

ciuuu;? therefJlT fi!** by lh ® donor 111 **« 

dhofr* ^ ° nc exchange or a *e- 

pwj>h < 11 for purposes of para- 

^^Uy p^^rtyT dCred M ** hC,d M 

<*t the tlm. of such 
quitec br th. H^lf * ep ' lrat * property no nc- 
*«ch Uni, c{ d ,h"° r cxce « d «> >he value (at 
«rutreej by LSLHj* 1 -parat* property eu nc- 
•Wy owy it,h P"-U(traph (3) .hall 

<* *ach JL~r r **P*c» to the aame porttr.n 
Pwtlou whi C n t ^v! >rOP ® rty of th ® donor w the 
°* »ueb wnorA 1 *® value <aa ot »uch time) 
* Uc ' h *l»u«u^.K pro,>or ty *° squired by 
« vSwSmZrjSl Volue ( “ 01 *tich time) 
d °hor. u Property so acquired by the 


5 25.2523 <f>-l Marital deduction in 
eases involving community property — 
<a» In general. The marital deduction 
ift allowable with respect to any transfer 
by a donor to his spouse only to the ex¬ 
tent that the transfer can be shown to 
represent a gift of property which was 
not. at the time of the gift, held as “com¬ 
munity property, as defined in para¬ 
graph (b> of this section. The burden of 
establishing the extent to which a trans¬ 
fer represents a gift of property not so 
held rests upon the donor. 

<b> Definition of *community prop¬ 
erty/' a) For the purpose of paragraph 
<a) of this section, the term "community 
property” is considered to include— 

<i> Any property held by the donor 
and his spouse as community property 
under the law of any State, Territory, 
or possession of the United States, or 
of any foreign country, except prop¬ 
erty in which the donee spouse had at 
the time of the gift merely an expectant 
interest. The donee spouse is regarded 
as having, at any particular time, merely 
on expectant interest in property held at 
that time by the donor and herself 
as community property under the law of 
any State. Territory, or possession of the 
United States, or of any foreign country, 
if, in case such property were transferred 
by gift into the separate property of the 
donee spouse, the entire-value of such 
property (and not merely one-half of it), 
would be treated as the amount of the 
gift. 

<tl> Separate property acquired by the 
donor as a result of a "conversion", after 
December 31, 1941. of property held by 
him and the donee spouse as community 
property under the law of any State, 
Territory, or possession of the United 
States, or of any foreign country (ex¬ 
cept such property in which the donee 
spouse had at the time of the "conver¬ 
sion" merely an expectant interest). into 
their separate property, subject to the 
limitation with respect to value con¬ 
tained in subparagraph (ft) of tills para¬ 
graph. 

(ill) Property acquired by the donor in 
exchange (by one exchange or a series of 
exchanges) for separate property result¬ 
ing from such "conversion/* 

<2) The characteristics of property 
which acquired a noncommunity instead 
of a community status by reason of an 
agreement (whether antenuptial or post¬ 
nuptial) are such that section 2523 (f) 
classifies the property as community 
property of the donor and his spouse in 
the computation of the marital deduc¬ 
tion. In distinguishing property which 
thus acquired a noncommunity status 
from property which acquired such a 
status solely by operation of the com¬ 
munity property law, section 2523 (f) re¬ 
fers to the former category of property as 
"separate property" acquired os a result 
of a “conversion" of “property held as 
such community property," As used In 
section 2523 (f) the phrase “property 
held as such community property" is used 
to denote the body of property compre¬ 
hended within the community property 
system; the expression “separate prop¬ 
erty" includes any noncommunity prop¬ 
erty. whether held In Joint tenancy, 
tenancy by the entirety, tenancy in com¬ 


mon, or otherwise; and the term “con¬ 
version" includes any transaction or 
agreement which transforms property 
from a community status into a non- 
community status. 

(3) The separate property which sec¬ 
tion 2523 (f) classifies as community 
property is not limned to that which was 
In existence at the time of the conversion. 
The following are illustrative of the scope 
of section 2523 <f >: 

<i) A partition of conimunity property 
between husband and wife, whereby a 
portion of the property became the sepa¬ 
rate property of each, is a conversion of 
community property. 

<li) A transfer of community property 
Into some other form of coownership, 
such as a joint tenancy. Is a conversion 
of the property. 

(iii> An agreement (whether made be¬ 
fore or after marriage) that future earn¬ 
ings and gains w hich would otherwise be 
community property shall be shared by 
the spouses as separate property effects 
a conversion of such earnings and gains. 

<iv> A change In the form of owner¬ 
ship of property which causes future 
rentals, which would otherwise have been 
acquired as community property, to be 
acquired as separate property effects a 
conversion of the rentals. 

<4> The rules of section 2523 (f> are 
applicable, however, only if the conver¬ 
sion took place after December 31. 1941, 
and only to the extent stated in this 
section. 

(5) If the value of the separate prop¬ 
erty acquired by the donor as a result 
of a conversion did not exceed the value 
of the separate property thus acquired 
by the donee spouse, the entire separate 
property thus acquired by the donor is 
to be considered, for the purposes of this 
section, as held by him and the donee 
spouse os community property. If the 
value (at the time of conversion) of the 
separate property so acquired by the 
donor exceeded the value (at that time) 
of the separate property so acquired by 
the donee spouse, only a part of the 
separate property so acquired by the 
donor <and only the same fractional part 
of property acquired by him in ex¬ 
change for such separate property) Is to 
be considered, for purposes of this sec¬ 
tion, as held by him and the donee spouse 
as community property. The part of 
such separate property '(or property ac¬ 
quired in exchange for it) which is con¬ 
sidered as so held Is the same proportion 
of it which the value (at the time of the 
conversion) of the separate property so 
acquired by the donee spouse is of the 
value (at that time) of the separate 
property so acquired by the donor. The 
following example illustrates the appli¬ 
cation of the provisions of thi s para¬ 
graph: 

Kzompl*. During 1042 lhe donor and hla 
spouse partitioned certain real property held 
by them under community property lawe. 
The real property then had a value of $224.* 
000. A portion of the property, then having 
a value of $190,000. was converted Into the 
donor’s separate property, and the remaining 
portion, then having a value or $04,000, woa 
converted into hla spouse’s separate property. 

In 1955 the donor made a gift to hU spouse 
of the property acquired by him as a result 
of the partition, which property then had 
a value of $200,000. The portion of the prop- 
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erty trantfemd by gift which is considered 
as community property is 

$64,000 (value of property acquired by donee 
spouse) 

$160,000 (value of property acquired by donor 
spouse) 

X $200,000 - $80,000. The marital deduction 
with respect t n the gift is. therefore, limited 
to one-half of $120,000 (the difference be¬ 
tween $200,000. the value of the gift, and 
$80,000. the portion of the gift considered to 
have been of "community property**). The 
marital deduction with respect to the gift is, 
therefore. $00,000. 

§ 25.2524 Statutory provisions; extent 
of deductions. 

Sec. 2524. Kxtmt of deductions. The de¬ 
ductions provided in sections 2622 and 2523 
ahall be allowed only to the extent that the 
gifts therein specified are included in the 
amount of gifts against which such deduc¬ 
tions are applied. 

5 25.2524-1 Extent of deductions. 
Under the provisions of section 2524. the 
charitable deduction provided for in sec¬ 
tion 2522 and the marital deduction pro¬ 
vided for in section 2523 are allowable 
only to the extent that the gifts with 
respect to which those deductions are 
authorized arc included In the ‘'total 
amount of Rifts'* made during the calen¬ 
dar year, computed as provided in sec¬ 
tion 2503 and } 25 2503-1 (I. e , the total 
gifts less exclusions) ♦ The following ex¬ 
ample illustrates the application of the 
provisions of this section: 

Example. The only gifts made by a donor 
to his spouse during the calendar year were 
a gift of $3,000 In May and a gift of $2,000 
In August. The first $3,000 of such gifts Is 
excluded under the provisions of section 2503 
In determining the "total amount of gifts" 
made during the calendar year. The marital 
deduction of $2,500 (one-half of $3,000 plus 
one-half of $2,000) otherwise allowable is 
limited by section 2524 to $2,000. 

PROCEDURE AND ADMINISTRATION 

$ 25.6001 Statutory provisions; notice 
or regulations requiring records, state¬ 
ments and special returns. 

Sec. 6001. Notice or regulations requiring 
records, statement*, and special returns. 
Every person liable for any lax Imposed by 
this title, or for the collection thereof, shall 
keep such records, render such statements, 
make such returns, and comply with such 
rules and regulations as the Secretary ur his 
delegate may from time to time prescribe. 
Whenever in the Judgment of the Secretary 
or his delegate It is necessary, he may require 
any person, by notice served upon such 
person or by regulations, to make such re¬ 
turns, render such statements, or keep such 
records, as the Secretary or his delegate 
deems sufficient to show whether or not 
such person Is liable for tax under this 
title. 

§ 25.6001-1 Records required to be 
kept —<a> Jn general. Every person sub¬ 
ject to taxation under chapter 12 of the 
Internal Revenue Code of 1954 shall for 
the purpose of determining Uio total 
amount of his gifts, keep such permanent 
books of account or records as are neces¬ 
sary to establish the amount of his total 
gifts (limited as provided by section 
2503 <b>). together with the deductions 
allowable in determining the amount of 
his taxable gifts, and the other Informa¬ 
tion required to be shown in a gift tax 
return. All documents and vouchers 
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used In preparing the gift tax return (sec 
$ 25.6019-1) shall be retained by the 
donor so as to be available for inspection 
whenever required. 

(b> Supplemental data. In order that 
the district director may determine the 
correct tax the donor shall furnish such 
supplemental data as may be deemed 
necessary by the district director. It is, 
therefore, the duty of the donor to fur¬ 
nish. upon request, copies of all docu¬ 
ments relating to his gift or gifts, ap¬ 
praisal lists of any items included in the 
total amount of gifts, copies of balance 
sheets or other financial statements ob¬ 
tainable by him relating to the value of 
stock constituting the gift, and any other 
information obtainable by him that may 
be necessary In the determination of the 
tax. See section 2512 and the regula¬ 
tions issued thereunder. For every 
policy of life insurance listed on the re¬ 
turn. the donor must procure a state¬ 
ment from the insurance company on 
Form 938 and file it with the district 
director who receives the return. If 
specifically requested by the district di¬ 
rector, the insurance company shall file 
this statement direct with the district 
director. 

§ 25.6011 Statutory provisions; gener¬ 
al requirement of return, statement, or 
list. 

Sec. 6011. General requirement of return . 
rtotpmcnt, or lUt—( a) General rule. Wbcn 
required by regulations prescribed by the 
Secretary or hi* delegate any person made 
liable for any tax Imposed by thU title, or for 
the collection thereof, shall make a return or 
statement according to the forms and regu¬ 
lations prescribed by the Secretary or hi* 
delegate. Every person required to make a 
return or statement shall include therein 
the information required by such forms or 
regulation*. 

• • • • • 

(c) Income, estate, and gift taxes. For re¬ 
quirement that return* of income, estate, and 
gift taxes be made whether or not there 1* 
tax liability, see sections 6012 to 6010. in¬ 
clusive. 

$25.6311-1 General requirement of 
return . statement, or list —<n> General 
rule. Every person made liable for any 
tax imposed by chapter 12 of the Code 
&hnll make such returns or statements 
as are required by the regulations in this 
part. The return or statement shall in¬ 
clude therein the information required 
by the applicable regulations or forms. 

(b> Use of prescribed forms. Copies 
of the forms prescribed by paragraph (b> 
of $ 25.6001-1 and $25.6019-1 may be 
obtained from district directors. The 
fact that a person required to flic a form 
has not been furnished w*ith copies of a 
form will not excuse him from the 
making of a gift Ux return, or from the 
furnishing of the evidence for which the 
forms ore to be used. Application for a 
form should be made to the district di¬ 
rector in ample time to enable the person 
whpisc duty it is to file the form to have 
the form prepared, verified, and filed 
with the district director on or before 
the date prescribed for the filing thereof. 

$ 25.6019 Statutory provisions: gift 
tax returns. 

£» c. 6019. Gift tax returns —(a) In gen¬ 
eral. Any Individual who In any calendar 


year make* any transfer* by gift (except tho» 
which under section 2503 (b) are net to be 
Included In the total amount of gift* for tuck 
year) nhall make a return with respect to 
the gift tax Imposed by subtitle B 

(b) Tenancy by the entirety. For pro¬ 
vision* relating to requirement of mum 
In the case of election a* to the Ire^inunt 
of gift by creation of tenancy by the en¬ 
tirety. *ee section 2615 (c). 

$ 25.6019-1 Persons required to file 
returns —(a) In general. Any individual 
citizen or resident of the United Stales 
who within the calendar year 1S:>5, or 
within any calendar year thereafter, 
makes a transfer or transfers by It to 
any one donee of a value or total value in 
excess of $3,000 (or regardless of value 
in the case of a gift of a future interest 
in property) must nie a gift Ux return 
on Form 709 for that year. A nonresi¬ 
dent not a citizen of the United states 
who made such a gift must al^ file ft 
return on Form 709 if under I 25 2511-3 
the transfer is subject to the gift ux. 
The return is required even though be¬ 
cause of the deductions author, d by 
sections 2521 (specific exemption*, 2522 
(charitable, etc., deductions and 2523 
(marital deduction) no tax may hr pay¬ 
able. Individuals only are required to 
flic returns and not trusts, estate.-, part¬ 
nerships or corporations Duplicate 
copies of the return are not required to 
bo filed. See 1$ 25 6075-1 and 2x6091-1 
for the time and place for filinn the cift 
tax return. For delinquency penalty lor 
failure to file return, see section 6651 and 
$ 301.6651-1 of this chapter iR^ulatlon* 
on Procedure and Administration). For 
criminal penalties for failure to file t 
return and filing a false or fraudulent 
return, see sections 7203. 7206. and 7207. 

<b» Deceased donor. If the donor dies 
before filing his return, the executor of 
his will or the administrator of his es¬ 
tate shall file the return. If the donor 
becomes legally Incompetent before flltOft 
his return, his guardian or committee 
shall file the return. 

(c) Ratification of return. The re¬ 
turn shall not be made by an agen*. un¬ 
less by reason of illness, absence, or non¬ 
residence. the person liable for the re turn 
is unable to make it within the time pre¬ 
scribed. Mere convenience Is not suf¬ 
ficient reason for authorizing an sgent 
to make the return. If by reason of ill¬ 
ness. absence or nonresidence, a \eturn 
is made by an agent, the return must be 
ratified by the donor or other person 
liable for its filing within a reasonxwe 
time after such person become s able w 
do so. If the return filed by the w*** 
not so ratified, it will not be considered 
the returh required by the statute. Sup¬ 
plemental data may be submitted at tnc 
time of ratification. The ratification 
may be In the form of a statement, exe¬ 
cuted under the penalties of perjury* ana 

filed with the district director, showinf 

specifically that the return made by tn 
agent has been carefully examined uno 
that the person signing ratifies tn«re- 
tura as the donor's. If a return is 
by an agent, a statement fully explain™ 
the Inability of the donor must acco 
pany the return. 

t 25.6010-2 Returns required in eau 
of consent under section 2513 E***? 

as otherwise provided in this section, uw 
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provisions of $ 25.6019-1 are applicable 
Hth aspect to the filing of a gift tax 
return or returns In the case of a husband 
and wife who consent <soe 5 25.2513-1) to 
the application of section 2513. In such 
a esse, if both of the consenting spouses 
ire iwithout regard to the provisions of 
lection 2513 > required under the provi¬ 
sions of 1 25.6019-1 to file returns, returns 
mun be filed by both spouses. If only one 
of ihr consenting spouses is (without re¬ 
tard to the provisions of section 2513) 
require ! under g 25.6019-1 to file a re- t 
turn, a return must be filed by that 
ipoitfc. In the latter case, if after giv¬ 
ing effect to the provisions of section 2513 
the ether spouse Is considered to have 
made any gift (regardless of value) of n 
future interest in property or any gift 
or gifts to any one third-party donee ex¬ 
ceeding $3,000 in value, then a return 
must also be filed by such other spouse. 
Tbuh. a during any calendar year the 
husband made a gift of $5,000 to a son 
<the rift not being a future interest in 
property) and the wife made no gifts, 
oalv the husband is required to file a 
trturh for such year. However, if the 
wife had made a gift of $2,000 to the same 
aon. or if the gift made by the husband 
tad amounted to $7,000. each spouse 
wouki lx required to file a return if the 
consent is signified as provided in sec- 
-00 2513. 


125 6019-3 Contents of return—(a) 
The return shall set forth: 
i> l.;<rh [tlft made during the calendar 
E" which under sections 2611 throush 
iwf “J? 1)0 lauded in computing tax* 
Jr? <2> thc deductions claimed 
">a allowable under sections 2521 
throush 2524; and (3) the taxable gifts 
maae .or each of the preceding calendar 
^ i. 25 ’ 2504-1 ’- 1° addition the 
J5™ , sh f, H *et forth the fair market 
Jff Sifts not made In money, in- 
gifts resulting from sales and ex- 
wan.-cs of property made for less than 
and adequate consideration In money 
2 T 1 ™',* worth * B,vin K- M of the date 
roarv«* a e . or c * ch «nge, both the fair 

S2toL2 bm J* lhc propert y or 

and lhc fair market value of 
If derallon recelved by the donor. 
Power Contends that Ws retained 
S£LJ2« Property renders the gift 

S^ub^tT C . 5 25 251, “ 2> and hence 

War 1°.^®* 85 ot lhe calendar 

act on transfer, the trans- 

be dtook "«* the return 
ttr anrt , ^? ar mr oi Lhe Initial trans- 
l»cu^l,hMf„ ence *bowing all relevant 
of ®0W of the instrument 

retmS^St^S submitted with the 
return w StrueUoas P r) nted on the 

cenm«l h nr l d ^ carefully followed. A 
men; Cop ^ of cac, ‘ doeu- 

pnnuvi M re< * by tbe Instructions 
«»»»• relurn form shall be filed 
bents the'rt Urn ' Any acI dittonal docu- 
^V be suhmo?L ma , y de4lrc t0 submlt 
•b* f^e/^ Ued W,th thc return - 
totlJitn tiro°! trant f er * coming 
Uon °L aection 2516. Sec- 

of Pro;>et tv°^! de * lhat certftln transfers 
«ny seu^L p 4 rs, i ant 10 written prop- 
wife arc d^niS between husband and 
&nd adVouII^ ?}J* fransfers for full 
loohey s^u ort h co . , } JU j! era tlon In money or 
°rth If divorce occurs within 


two years. In any case where a husband 
and wile enter into a written agreement 
of the type contemplated by section 
2516. and thc final decree of divorce is 
not granted on or before the due date for 
the filing of a gift tax return for the 
calendar year in which the agreement 
became effective (see $25.6075-1), the 
transfer shall be disclosed by the trans¬ 
feror upon a gift tax return filed for the 
calendar year in which the agreement 
became effective and a copy of the agree¬ 
ment shall be attached to the return. In 
addition, a certified copy of the final 
divorce decree shall be furnished the 
district director not later than 60 days 
after the divorce is granted. Pending 
receipt of evidence that the final decree 
of divorce has been granted (but in no 
event for a period of more than two years 
from the effective date of the agree¬ 
ment), the transfer will tentatively be 
treated as made for a full and adequate 
consideration in money or money’s 
worth. 


$ 25.6019-4 Description of property 
listed on return . The properties com¬ 
prising thc gifts made during the calen¬ 
dar year shall be listed on the return and 
shall be described in such a manner that 
they may be readily identified. Thus, 
there should be given for each parcel of 
real estate a legal description, its area, 
a short statement of the character of 
any improvements, and, if located In a 
city, the name of the street and number 
Description of bonds shall include the 
number transferred, principal amount, 
name of obligor, date of maturity, rate of 
interest, date or dates on which interest 
is payable, series number where there is 
more than one issue, and the principal 
exchange upon which listed, or the prin¬ 
cipal business office of thc obligor, if un¬ 
listed. Description of stocks shall in¬ 
clude number of shares, whether com¬ 
mon or preferred, and. if preferred, what 
issue thereof, par value, quotation at 
which returned, exact name of corpora¬ 
tion, and, If the stock is unlisted, the lo¬ 
cation of the principal business office, 
the State in which incorporated and the 
date of incorporation, or if the stock is 
listed, the principal exchange upon 
which sold. Description of notes shall 
Include name of maker, date on which 
given, date of maturity, amount of prin¬ 
cipal. amount of'principal unpaid, rate 
of interest and whether simple or com¬ 
pound. and date to which interest has 
been paid. If the gift of property in¬ 
cludes accrued income thereon to the 
date of the gift, the amount of such ac¬ 
crued income shall be separately set 
forth. Description of the seller s interest 
in land contracts transferred shall in¬ 
clude name of buyer, date of contract, 
description of property, sale price, initial 
payment, amounts of installment pay¬ 
ments. unpaid balance of principal in¬ 
terest rate and date prior to gift to which 
interest has been paid. Description of 
life insurance policies shall show the 
name of the Insurer and the number of 
the policy. In describing an annuity, 
the name and address of the issuing 
company shall be given, or. if payable 
out of a trust or other fund, such a de¬ 
scription os will fully identify the trust 
or fund. If the annuity is payable for a 


term of years, thc duration of the term 
and the date on which it began shall be 
given, and if payable for the life of any 
person, the date of birth of that person 
shall be stated. Judgments shall be de¬ 
scribed by giving the title of the cause 
and the name of the court in which ren¬ 
dered. date of judgment, name and ad¬ 
dress of judgment debtor, amount of 
judgment, rate of interest to which sub¬ 
ject. and by stating whether any pay¬ 
ments have been made thereon, and, if 
so, w’hen and in what amounts. 

I 25.6075 Statutory provisions: time 
for filing gift tax returns. 

Sec. 0075. rime for filing estate and gift 
tax returns. 

•••0m 

(b) OI ft tax returns. Returns made under 
lection 6010 (relating to gift inxcai hht&il lie 
filed on or before the 15th day of April 
following the close ot the calendar year. 

5 25.6075-1 Returns: time for filing 
gift tax returns . The gift tax return re¬ 
quired by section 6019 must be filed on 
or before the due date. The due date is 
the date on or before which the return 
Is required to be filed in accordance with 
the provisions of section 6075 (b) or the 
last day of the period covered by an ex¬ 
tension of time granted by the district 
director as provided in $ 25.6081-1. Un¬ 
less an extension of time has been 
granted, the due date is the 15th day 
of April following the close of the calen¬ 
dar year in which gifts were made. 
When the due date falls on Saturday. 
Sunday, or a legal holiday, thc due date 
for filing the return is the next succeed¬ 
ing day which Is not Saturday. Sunday, 
or a legal holiday. For definition of a 
legal holiday, see section 7503 and 
$ 301.7503-1 of this chapter (Regula¬ 
tions on Procedure and Administration). 
As to additions to the tax for failure to 
Qle the return within the prescribed 
time, see section 6651 and $ 301.6651-1 
of this chapter (Regulations on Proce¬ 
dure and Administration). 

5 25.6081 Statutory provisions ; exten¬ 
sion of time for filing returns. 

6 rc. 6081. Extension of time for filing re¬ 
turns— (A) General rule. The Secretary or 
his delegate may grant a reasonable extension 
•of time for filing any return, declaration, 
statement, or other document required by 
this title or by regulations. Except lb the 
case of taxpayers who are abroad, no such 
extension shall bo for more than 6 months. 

• • • • • 

(c) Postponement bp reason of tear. For 
time for performing certain arts postponed 
by reason of wur, see aection 7506. 

§ 25.6081-1 Extension of time for fil¬ 
ing returns. It U important that the 
donor file or before thc due date a re¬ 
turn as nearly’ complete and final as it is 
possible for him to prepare. Howrevor, 
the district director is authorized to 
grant a reasonable extension of time for 
filing returns. Applications for exten¬ 
sions of time for filing gift tax returns 
shall be addressed to the district direc¬ 
tor for the district In which the donor 
files his returns and must contain a full 
recital of the causes for delay. Except 
in the case of donors who are abroad, 
no extension for filing gift tax returns 
may be granted for more than 6 months. 
An extension of time for filing a return 
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docs not operate to extend the time for 
payment of the tax or any part thereof, 
unless so specified In the extension. For 
extensions of time for payment of tax, 
see § 25 6161-1. No extension of time for 
filing a return may be granted unless the 
application is received by the district 
director before the expiration of the 
time within which the return must other¬ 
wise be filed. The application should, 
when passible, be made sufficiently early 
to permit the district director to consider 
the matter and reply before what other¬ 
wise would be the due date of the return. 

§ 25.6C91 Statutory prorHsions; place 
for fUing returns or other documents . 

Gtc. 0001. Place lor filing return» or other 
documents —(a) General rule. When not 
otherwise provided for by this title, the 
Secretary or his delegate fchall by regulations 
prescribe the place for the filing of any 
return, declaration, statement, or other 
document, or copies thereof, required by this 
title or by regulations. 

(b) Tax returns. In the ease if returns 
of tax required under authority of part U 
of this subchapter— 

(X) Individual*. Returns (other than cor¬ 
poration returns) shnll be made to the Sec¬ 
retary or his delegate In the internal revenue 
district In which Is located tho legal resi¬ 
dence or principal place of business of the 
person making the rettirn. or. tf he hns no 
legal residence or principal place of business 
In any Internal revenue district, then at such 
place as the Secretary or his delegate may by 
regulations prescribe. 

• • • • • 

§ 25.6091-1 Place for filing returns 
and other documents . If the donor is a 
resident of the United States, the gift tax 
return required by section 60*3 shall be 
filed with the district director for the 
district in which the legal residence or 
principal place of business of the donor 
is located. If the donor Is a nonresident 
(whether or not a citizen), and his 
principal place of business is located In 
an Internal revenue district, the gift tax 
return shall be filed w r lth the district 
director for the Internal revenue district 
in which the donor’s principal place of 
business is located. If the donor is a 
nonresident (whether or not a citizen), 
and he does not have a principal place of 
business which is located in an Internal 
revenue district, the gift tax return shall 
be filed with the Director of International 
OpeVations, Internal Revenue Service. 
Washington 25. D. C., or with such other 
official as the Commissioner may desig¬ 
nate. 


tain period, any reference In thU title to the 
date fixed for payment of such tax ahull be 
deemed n reference to the last day fixed for 
auch payment (determined without regard 
to any extension of time for paying the tax). 

§ 25.6151-1 Time and place for paying 
tax shown on return . The tax shown on 
the gift tax return is to be paid by the 
donor at the time and place fixed for 
filing the return (determined without re- 


donor for a period not to exris 
months from the date fixed for the pay* 
ment of the deficiency, as shown on the 
notice and demand from the district 
director, and, in exceptional cases, for a 
further period not In excess of 12 months 
No extension of time for the payment of 
a deficiency shall be granted If the de¬ 
ficiency is due to negligence, to inten¬ 
tional disregard of rules and reguMioiu, 


gard to any extension of time for filing -fcr to fraud with intent to evade t x. 


Statutory provisions ; time 
for paying tax shown on 


l 25 6151 
and place 
returns. 

St xr. 6151. Time and place for paying tax 
rheum on the return* —(a) General rule. 
Except as otherwise provided In this taction, 
when a return of tax Is required under this 
title or regulations, the person required to 
make tuch return shall, without uAseesmcnt 
or notice and demand from the Secretary or 
his delegate, pay such tax to the principal 
Internal revenue ofllcer for the Internal reve¬ 
nue district in which the return Is required 
to be filed, and shall pay such tax at the time 
and place fixed tor filing the return (deter¬ 
mined without regard to any extensiou of 
tune for filing the return), 

• • • • • 

(c) Date fixed for payment of tax . In any 
case In which a tax Is required to be paid 
on or before a certain date, or within a cer- 


the return), unless the time for paying 
the tax is extended in accordance with 
the provisions of section 6161. However, 
for provisions relating to certain cases 
in which the time for paying the gift tax 
is postponed by reason of an individual 
serving in, or in support of. the Armed 
Forces of the United States in a combat 
zone, see section 7508. For provisions 
relating to the time and place for filing 
tite return, see II 25.6075-1 and 
25.6091-1. 

§ 25.6161 Statutory provisions; ex¬ 
tension of time for paying tax. 

6ec. 6161. Extatufon of time for paying 
tax—(a) Amount determined by taxpayer on 
return —(1) General rule. The Secretary or 
hia delegate, except as otherwise provided 
In this title, may extend the time for pay¬ 
ment of the amount of the tax shown, or 
required to be shown, on any return or 
declaration required under authority of this 
title (or any Installment thereof), for a rea¬ 
sonable period not to exceed 6 months from 
the date fixed for payment thereof. Such 
extension may exceed 6 months In the case 
of a taxpayer who U abroad. 

• • • • • 

(b) Amount determined as deficiency. 
Under regulations prescribed by the Secre¬ 
tary or his delegate, the Secretary or his 
delegate may extend, to the extent provided 
below, the time for payment of the amount 
determined as a deficiency; 

(1) In the case of a tax Imposed by chap¬ 
ter 1 or 12, for n period not to exceed 18 
months from the date fixed for payment of 
the deficiency, ond. In exceptional cases, for 
a further period not to exceed 12 months; 
• • • • • 

An extension under this subsection may be 
granted only where it is shown to the satis¬ 
faction of the Secretary or his delegate that 
the payment of a deficiency upon the date 
fixed for the payment thereof will result In 
undue hardship to the taxpayer In the care 
of a tax Imposed by chapter 1. to the estate 
In the case of a tax imposed by chapter 11. 
or to the donor in tho case of a tax Imposed 
by chapter 12, No extension shall bo granted 
if the deficiency Is due to negligence, to 
intentional disregard of rules and regula¬ 
tions, or to fraud with intent to evc^de tax. 
• • • • • 

§ 25.6161-1 Extension of time for 
paying tax or deficiency —(ft) In gen¬ 
eral —(1) Tax shown on return. A rea¬ 
sonable extension of time to pay the 
amount of tax shown on the return may 
be granted by the district director At 
the request of the donor. The period of 
such extension shall not be in excess of 
six months from the date fixed for the 
payment of the tax, except that If the 
taxpayer Is Abroad the period of exten¬ 
sion may be in excess of six months. 

(2) Deficiency. The time for payment 
of any amount determined as a defi¬ 
ciency in respect of tax imposed by chap¬ 
ter 12 of the Code, or for payment of any 
part thereof may be extended by the 
district director at the request of the 


(3) Extension of time for filing dfc- 
tinguished. The granting of an exten¬ 
sion of time for filing a return dc*>s not 
operate to extend the time for the pay¬ 
ment of the tax or any part thereof, un¬ 
less so specified in the extension 

(b) Undue hardship required for fx- 
tension. An extension of the time for 
payment shall be granted only upon a 
satisfactory showing that payment on 
the due date of the amount with :crpcct 
to which the extension is desired will re¬ 
sult in an undue hardship. The exten¬ 
sion will not be granted upon a r.enenl 
statement of hardship. The term un¬ 
due hardship” means more than an 
inconvenience to the taxpayer. It must 
appear that substantial financial low. 
for example, loss due to the sale of prop¬ 
erty at a sacrifice price, will result to the 
donor from making payment on the due 
date of the amount with respect to which 
the extension is desired. If a murlcct 
exists, the sale of the property at the 
current market price is not ordinarily 
considered as resulting in an undue 
hardship. 

(c) Application for extension An ap¬ 
plication for an extension of tin* tune 
for payment of the tax shown on the 
return, or for the payment of any amount 
determined as a deficiency, shall be in 
writing and shall be accompanied by 
evidence showing the undue hardship 
that would result to the donor if the ex¬ 
tension wxrc refused. The application 
shall also be accompanied by a statement 
of the assets and liabilities of the donor 
and an itemized statement showing all 
receipts and disbursements for each of 
the three months immediately preceding 
the due date of the amount to which the 
application relates. The application, 
with supporting documents, must be filed 
with the district director on or before 
the date prescribed for payment of the 
amount with respect to which the exten¬ 
sion is desired. The application will be 
examined by the district director, and 
within 30 days, if possible, will be denied, 
granted, or tentatively granted subject 
to certain conditions of which the donor 
will be notified. If an additional exten¬ 
sion is desired, the request therefor must 
be mode to the district director on or 
before the expiration of the period for 
which the prior extension is granted 

<d) Payment pursuant to extension. 
If an extension of time for payment .5 
granted, the amount the time for pay¬ 
ment of which Is so extended shall ** 
paid on or before the expiration of tne 
period of the extension without me 
necessity of notice and demand from t * l 
district director. The granting of an ex¬ 
tension of the time for payment of j- 
tax or deficiency docs not relieve 
donor from liability for the W®*™ " 
interest thereon during the period o 
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extension. See section 6601 and 5 301.- 
6601—1 of this chapter (Regulations on 
Procedure and Administration). 

135 6165 Statutory provisions: bonds 
i there time to pay tax or deficiency has 

been extended. 

8*c 0165. Bonds where time to pay tax 
or drffrrency has been extended. In the 
♦tent the Secretary or hie delegate grants any 
etteru: i:i of time within which to pay any 
Ux or any deficiency therein, the Secretary 
or hit delegate may require the taxpayer to 
furnish a bond in such amount (not exceed¬ 
ing double the amount with respect to which 
the extension U granted) conditioned upon 
the payment of the amount extended In sic- 
ooftUnre with the terms of such extension. 

125 6165-1 Bonds where time to pay 
tax or deficiency has been extended. 
For general provisions relating to bonds 
when px tensions of time to pay the gift 
tix are granted, see the regulations 
under actions 6165 and 7101 contained 
in Part 301 of this chapter (Regulations 
on Procedure and Administration). 

1 25 6331 Statutory provisions ; lien 

tor taxes . 

Pcc 6321 Lien for taxes. It any person 
lUblr to pay any tax neglects or ref tines to 
the same after demand, the amount 
(including any interest, additional amount. 
•ddiikMi to tux. or assessable penalty, to¬ 
gether with any coats that may accrue In 
•dditlon thereto) shall be a lien in favor of 
th# United States upon all property and 
fights u> property, whether real or personal, 
belonging to such person. 

I 25.6321-1 Lien for taxes. For regu¬ 
lations concerning the lien for taxes, see 
1301,6321-1 of this chapter (Regulations 
on Procedure and Administration). 

f 25 6322 Statutory provisions; period 

of Uen. 

. f* c ■ Period of Uen. Unless another 

t. ipeclfically lftW the lien 1m- 

by section 6321 shall arise at the timo 
ice sm* im «it is made and shall continue 
j U tb * liability for the amount so assessed 
or unenforceable by 

of lapse of time. 


(b) Form of notice. If the notice filed 
pursuant to subsection (a) <i) Is In such 
form as would be valid If filed with the clerk 
of the United States district court pursuant 
to subsection (a) (2). such notice shall be 
valid notwithstanding any law of the 8tate 
or Territory regarding the form or content 
of a notice of lien. 

(c) Exception In case of sccuntie*—(\) 
Exception. Even though notice of a Uen pro¬ 
vided in aeetlon 632! has been filed In the 
manner prescribed In subsection (a) of this 
section, the Uen shall not be valid with re¬ 
spect to a security, as defined In paragraph 
(2) of tills subsection, as against any 
mortgagee, pledgee, or purchaser of such se¬ 
curity. for an adequate and full considera¬ 
tion In money or money’s worth, if at the 
time of such mortgage, pledge, or purchase 
such mortgagee, pledgee, or purchaser is 
without notice or knowledge of the existence 
of such Uen. 

(21 Definition of security. As used In this 
subsection, th© term "security” means any 
bond, debenture, note, or certificate or other 
evidence of indebtedness, issued by any cor¬ 
poration (Including one issued by a govern¬ 
ment or political subdivision thereof), with 
Interest coupons or in registered form, share 
of stock, voting trust certificate, or any cer¬ 
tificate of Interest or participation in. cer¬ 
tificate of deposit or receipt for, temporary 
or interim certificate for. or warrant or right 
to subscribe to or purchase, any of the fore¬ 
going: negotiable instrument: or money. 

(d) Disclosure of amount of outstanding 
Uen. It a notice of Uen has been filed under 
subsection (a), the Secretary or his delegate 
Is authorized to provide by rule* or regula¬ 
tions the extent to which, and the conditions 
under which, information as to the amount 
of the outstanding obligation secured by the 
lien may be disclosed. 

i 25.6323-1 Validity against mortga¬ 
gees. pledgees. purchasers, and judgment 
creditors. For regulations concerning 
the validity of liens against mortgagees, 
pledgees, purchasers, and Judgment 
creditors, see 3 301.6323-i of this chap¬ 
ter (Regulations on Procedure and Ad¬ 
ministration). 

6 25.6324 Statutory provisions; spe¬ 
cial liens for estate and gift taxes. 

Bee. 6324. Special liens for estate and gift 
foxes— 


125 6323 Statutory provisions ; valid 
ty against mortgagees , pledgees, pur 
chasers, and judgment creditors . 

8*c 6323. Validity against mortgagees 
{?”***• purchasers, and judgment cred 
> iu) Invalidity of lien without notice 
as otherwise provided in subeectloi 
me uen Imposed by section 6321 shal 
Plcdew ** Against any mortgagee 

;mrcb *«. or Judgment creditor un 

Urv l e . l 5* roof ba * hr* 11 Oled by the Secre 

or his delegate— 

U > Under State or Territorial laws. In th< 
TcrWf d ,* ? n * tw! *** tht law °f the State oi 
lijlV n 4 Whlch ***• property subject U 
Trrritrifv “^^^ed, whenever the State oi 
b y designated an offir< 

** TtrrUo ° ,or the nu,, « 01 

of*?, rrf e, r* di3,Tic * court. In thi 
clerk of ibe Onltcd State, du- 
***? JUdtatU dUtrlct In which 
, 'i b .l ec t to tho lien Is situated 

law dtsieni^li 8ute ° r Territo| 7 has not bj 
“.offloe within the 8t«t. « 
(3) V** 0,lng of ^ notice: or 

inct of colul^ °/ district Court for Pit. 
of In J^ e omce °* ihe Clerk 

Dutrict Sl * tei Strict Court for the 

to the n # . r P° l UI ” bla ' u Uic property subject 
Columbia?* U * Uuatecl * n th * District of 

No 224-g 


(b) Lien for gift tax. Except as otherwise 
provided in subsection (c) (relating to trans¬ 
fers of securities), the gift tax imposed by 
chapter 12 shall be a Uen upon all gifts 
made during the calendar year, for 10 
years from the time the gifts are made. If 
the tax is not paid when due, the donee of 
any gift shall be personally liable for such 
**x to the extent of the value of such gift. 
Any part of the property comprised in the 
gift transferred by the donee (or by a trans¬ 
feree of the donee) to a bona fldo purchaser, 
mortgagee, or pledgee for an adequate and 
full consideration In money or money’s 
worth shall be divested of the Uen herein Im¬ 
posed and the Uen. to the extent of the value 
of such gift, shall attach to all the property 
(including after-acquired property) of the 
donee (or tho transferee) except any part 
transferred to a bona fide purchaser, mort¬ 
gagee. or pledgee for an adequate and full 
consideration In money or money’s worth. 

(c) Exception in cose of securities. The 
Uen Imposed by subsection (a) or (b) shall 

not bo valid with respect to a security, as 
defined in section 6323 (c) (2). as against 
any mortgagee, pledgee, or purchaser of any 
such security, for an adequate and full con¬ 
sideration in money or money’s worth, if at 
the time of such mortgage, pledge, or pur¬ 
chase such mortgagee, pledgee, or purchaser 
Is without notice or knowledge of the exist¬ 
ence of such Uen. 
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4 25.6324-1 Special Uen for gift tax. 
For regulations concerning the special 
lien for the gift tax. sec 9 301.6324-1 of 
this chapter (Regulations on Procedure 
and Administration)* 

$ 25.6601 Statutory provisions; in¬ 
terest on underpayment , nonpayment, 
or extensions of time for payment , of tax. 

Src. 6001. Interest on underpayment, non¬ 
payment. or extensions of time for payment, 
of tax —(a) General rule. If any amount of 
tax Imposed by this title (whether required 
to be shown on a return, or to he paid by 
stamp or by some other method) Is not paid 
on or before the last date prescribed for pay¬ 
ment, Interest on such amount at the rate 
of 6 percent per annum shall be paid for tho 
period from such lost date to tho date paid. 

• / • t # 

5 25.6601-1 Interest on underpay¬ 
ment. nonpayment, or extensions of time 
for payment, of tax. For regulation* 
concerning Interest on underpayment* 
nonpayment, or extensions of time for 
payment, of tax. see 5 301.6601-1 of this 
chapter < Regulations on Procedure and 
Administration). 

5 25.7101 Statutory provisions; form 
of bonds. 

Sec. 7101. Form of bonds. Whenever, pur¬ 
suant to the provisions of this title (other 
than sections 7465 and 6803 (a) (1)), or rule* 
or regulations prescribed under authority 
of thla title, a person U required to furnish 
a bond or security— 

(1) General rule. 8uch bond or security 
slum be in such form and with such surety 
or sureties as may be prescribed by regula¬ 
tions issued by the Secretary or his delegate. 

(2) United States bonds and notes in lieu 
of surety bonds. The person required to fur¬ 
nish such bond or security may, in lieu there¬ 
of, deposit bonds or notes of the United 
Slates as provided in 6 U. 8. C. 15. 

9 25.7101-1 Form of bonds, For gen¬ 
eral provisions relating lo bonds, see the 
regulations under sections 6165 and 7101 
contained in part 301 of this chapter 
1 Regulations on Procedure and Adminis¬ 
tration). 

[seal! O. Gordon Drue, 

Acting Commissioner of 
Internal Revenue. 
Approved: November 10. 1958. 

Fred C. Scribner, Jr.. 

Acting Secretary of the Treasury. 

IF. R. Doc. 58-0462; Filed, Nov. 14. 1058; 
8:45 a. m | 


TITLE 32—NATIONAL DEFENSE 

Chapter I—Office of Ihe Secretary of 
Defense 

Svbthapter N—Trantporfolion 

Part 209— Movement of Personnel via 
Commercial Contract and Charter Air 
Transportation 

Sec. 

209.1 Authority and scope. 

209.2 Background. 

2093 Policy. 

Atmioamr: 11209.1 to 2093 Issued under 
sec. 202, 61 Stat. 500, as amended; 6U.&C. 
171a. 

9 209.1 Authority and scope. This 
part prescribes policies for the move¬ 
ment of personnel for the Department of 
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RULES AND REGULATIONS 


Defense via commercial contract and 
charter air transportation within the 
continental United States and to, from 
and outside the continental United 
States. 

5 209.2 Background. Regulations of 
civil air regulatory agencies govern such 
matters os the safety of air transporta¬ 
tion, airworthiness of aircraft, profi¬ 
ciency of flight and maintenance crews, 
minimum performance limitations, min¬ 
imum operating limitations, maximum 
weight limitations, and requirements for 
first aid and emergency equipment. 

§ 209.3 Policy. (a> The military de¬ 
partments will not knowingly take any 
action which will contribute to or result 
in a carrier violation of any requirement 
of civil air regulatory agencies. 

(b) Pressurised aircraft: 

(1) Except as provided in this section, 
all passenger or convertible aircraft used 
in service between points in the United 
States and overseas areas will be pres¬ 
surized. This requirement may be 
Waived by the procuring agency for cer¬ 
tain traffic over specific routes when re¬ 
quired by exigencies of the mission. 

(2) All other factors being equal, 
preference will be given to the use of 
pressurized aircraft when tendered by 
the carriers for travel between points 
within the continental United States. 

(c) Uniform minimum standards of 
service for the movement of personnel 
for the Department of Defense via com¬ 
mercial contract and charter air trans¬ 
portation shall be developed by the 
Single Manager for Traffic Management 
and the Single Manager for Airlift Serv¬ 
ice (in coordination with the military 
departments) in implementation of this 
port, as they apply within the conti¬ 
nental United States and to, from, and 
outside the continental United States, 
respectively. Such standards will pro¬ 
vide for comfort of travel and service 
which will be comparable to that avail¬ 
able to and used by the general public. 
The standards established may be 
changed or waived by the procuring 
agency only when such action Is required 
to meet exigencies of the mission. 

Part 209 published at 21 P. R. 938 
Is hereby superseded and cancelled. 

Perkins McGuire. 

Assistant Secretary of Defense 
(Supply and Logistics). 

IF. R. Doc. 68-9480; Filed. Nov. 14. 1958; 
8:46 A. m.| 


TITLE 39—POSTAL SERVICE 

Chopter I—Post Office Department 

Par? 15— Matter Mailable Under Special 
Rules 

Part 36— Special Cancellations 

MISCELLANEOUS AMENDMENTS 

1. In I 15.7 Identification and mark¬ 
ing (23 P. R. 7910). amend paragraph (d) 
to read as follows: 

<d) Customs declaration tag for Canal 
Zone . Any package of merchandise 
weighing 16 ounces or more addressed to 


the Canal Zone shall have attached a 
customs declaration, Form 2966. except 
when addressed to a Government agency. 
It is not sufficient to state on the customs 
tag that a parcel contains merchandise 
or a gift. The contents must be item¬ 
ized and the value shown. 

Note: The corresponding PobUJ Manual 
Motion la 125.74. 

(R S. 161. aa amended. 396. as amended; 5 
U. 8. C. 22. 369) 

2. In $ 36.3 Application, make the fol¬ 
lowing changes: 

a. Amend the opening statement to 
read as follows: "Application for a spe¬ 
cial cancellation must be submitted in 
writing to the postmaster at the post 
office where the cancellation is to be used. 
The application must provide the follow¬ 
ing information:" 

b. Amend paragraph <f> to read as 
follows: 

(f) Name and address of sponsor who 
will pay the cost of special die hub. 


Postmasters at first- and aeeond-clati 
post offices will forward applications to 
the Postal Services Division. Bureau of 
Operations, Post Office Department, 
Washington 25. D. C. Postmasters must 
furnish with the applications the name 
of the manufacturer and model of the 
cancelling machine In use at their f!ice: 
and must be certain to specify whether 
the machine is new or old (square or 
round type ring die) when appl : ible. 
Postmasters at third- and fourth class 
post offices will inform applicants that 
special cancellations may not be used at 
these offices. 

Nora: The correspondlnjr Postal Manual 
sections are 1403 and 1403f. 

(R. S. 161. aa amended. 396. as amended. icr» 
1. 2. 42 SUt. 639. 640; 6 U- 8. C. 22, 369; 29 
U. 8. C. 368) 

l seal ] Herbert B. Warbuhton. 

General Count rl. 

|P. R. Doc. 58-9484: Filed, Nov, 14 1358; 

8:46a. m ] 


PROPOSED RULE MAKING 


DEPARTMENT OF HEALTH, EDU¬ 
CATION, AND WELFARE 
Food and Drug Administration 
[ 21 CFR Part 121 ] 

Food Additives 
poultry feeds 

Pursuant to the provisions of the Fed¬ 
eral Food. Drug, and Cosmetic Act «sec. 
409 (b) (5). 72 Stat. 1786; 21 U. S. C. 
348 (b) (5)). the following notice is 
issued: 

A petition has been filed by Monsanto 
Chemical Company. Lindbergh and Olive 


Street Road, St. Louis 24, Missouri pro¬ 
posing the issuance of a regulation to 
establish a tolerance of 160 parts ;>cr mil¬ 
lion (0.015 percent) of 1.2-dihydro-6- 
cthoxy-2.2.4-trlraethylqulnolinc a chem¬ 
ical preservative, when used to protect 
poultry feeds from oxidative destruction 
of the carotenes, xnnthophylls. and vita¬ 
mins A. E, and K. 

Dated: November 7,1958. 

I SEAL] Geo. P Larrkx, 

Commissioner of Food and Drugs. 

(F. R. Doc. 58 9481; Filed. Nov. 14. 1958; 

8:45 a. m.J 


NOTICES 


DEPARTMENT OF THE INTERIOR 

Bonneville Power Administration 

Red ELEVATIONS OF AUTHORITY 
MISCELLANEOUS AMENDMENTS 

1. Section 7. Redclegations of Author¬ 
ity, published in the Federal Register 
March 9. 1955 (20 F. R. 1412), as 
amended November 29. 1956 (21 F. R. 
9333), is hereby amended to read as 
follows: 

Sec. 7. Land activities, (a) The Chief 
of the Branch of Land may: 

(1> Negotiate for the purchase of all 
interests In real estate and other rights 
and privileges pertaining to real property 
necessary for the Administration’s pro¬ 
grams; and for the disposition of land 
and property rights, except purchase or 
disposition of electric utility system 
properties; 

(2) Approve appraisals, accept op¬ 
tions, and authorize the purchase of all 


ntcrests In real estate necessary for the 
Administration’s program, and authorize 
payment action thereon; 

(3) Execute agreements under which 
the Administration receives or grains 
permits, franchises, or other rights or 
privileges pertaining to real property, 
execute trust fund agreements for tn 
accomplishment of work for others re¬ 
lating to real property owned by 
government and other agreemen 
accessary for the protection of iar 
rights obtained by the Government, ex¬ 
cept those involving power contracw 
iuthorlze the publication of advert-e- 
□nents. notices, or proposals when re¬ 
quired by law therefor; and 
payment action thereon as * ec l u * re f’ 

(4) Issue the necessary purchase 
orders for procuring title services. 

(b) The Principal Negotiator. 
Principal Title Officer, and the Ashton* 
to the Chief, Branch of Land, ^ehntj 
exercise the authority delegated * 
(1) of this section and. when the tunoun 
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involved does not exceed $1500. the au¬ 
thority delegated by paragraph <a> (2) 
sad (3) of this section. 

(e) The Principal Title Officer may 
exercise the authority delegated by <a> 
M • of this section when the amount does 
not exceed $1500, and the Law Clerk 
(Unti) for land activities may exercise 
nmiUr authority when the amount in¬ 
volved does not exceed $100. (Secre¬ 
tary. Order No. 2830: Secretary's 
Order No. 2735. as amended January 10. 
1954: Secretary's Order No. 2563.15 F. R. 
3193 Secretary's Order No. 2753, as 
amended. 22 F. R. 9106.) 

2. Section 12 of said Redelegations of 
Authority as amended and published in 
the Fi^eral Register March 6. 1958 (23 
P. Tl 1605) is hereby amended to read 

as follows: 

Si 12. Materials and equipment con- 
fraeij. (a) The Chief of Supply, with¬ 
out monetary limitation, may: 

< 1) Execute contracts, amendments to 
contracts, and procurement transac¬ 
tions for materials, equipment and serv¬ 
ices ‘excepting personal services and 
services in connection with the transfer 
or trruemission of electrical energy*; 

12 Execute contracts and amend¬ 
ments to contracts for the disposal of 
wrplas personal property. (Secretary's 
Order No. 2642. as amended. 16 F. R. 
$318.19 F. R. 7417.) 

The Head of the Procurement 
Section may exercise the authority dele- 
mod to the Chief of Supply when the 
amount Involved does not exceed $50,000. 

(c* The Purchasing Agents may exer- 
CL«* the authority delegated to the Chief 
ox Supply when the amount involved 
ooea not exceed $2,500. (Departmental 
Manual, Part 404. Chapter 1, Paragraph 
». dated September 4.1958.) 

thited: November 6.1958. 

Wm. A. Pearl. 
Administrator. 

|P- K. Doc, 68 9482; Filed. Nov. 14. 1968; 

_ 8:46 a.m.) 

department of commerce 

Federal Maritime Board 

N. V. Stoomvaart Ma \tsch appi j 
(Nederland) rr al. 

SOnn OF AGREEMENT FILED TOR APPROVAL 

,-! <r ' tlce 18 hereby clvcn that the follow- 
wtR_d«crlbed agreement has been filed 
,?° urd lot approval pursuant to 
Shipping Act. 1916 (39 
1 33, 46 U. S. C 814): 

S t^. Ccment No - 8338 - between N. V. 
«l?K^ rl u,f?. aatscha|>p,J “Nederland" 
Konlnklljke Rotterdamsche Lloyd, 
ttUm - .'lft* carriers comprising the 
oj, c.t LUl t Jolnl service) and Watcr- 
Rlco rl^ ms ^ p Corporation of Puerto 
trul o„.° Vm l J le ironsportatlon of gen- 
frorninrt? U 2 d , c f throURh bills of lading 
Inyi rv? Palclitan > Federation of Ma- 
® lnRft P°re and Philippine 

Went in m P 'i^ r , to Rlco * with transship. 
^Ut New Orleans, La. or Mobile. Ala- 

ser^m^V* 1 Pftrtlcs “oy inspect this 
the R,.o, n , 1 and obuin copies thereof at 
aUlation Office, Federal Maritime 


FEDERAL REGISTER 

Board. Washington. D C.. and may sub* 
mit. within 20 days after publication of 
this notice in the Federal Register, writ¬ 
ten statements with reference to the 
agreement and their position as to ap¬ 
proval. disapproval, or modification, to¬ 
gether with request for hearing should 
such hearing be desired. 

Dated: November 12.1958. 

By order of the Federal Maritime 
Board. 

Oeo. A. Vxehmann, 
Assistant Secretary. 

|P. R Doc. 58 tM87; FU«1. Nov. 14. 1058; 
8:48 a. in.J 


Office of the Secretary 

(Dept. Order 46 (RevDied)) 
Director or Office of Administrative 

Operations and Heads or Certain Pri¬ 
mary Organization Units 

DELEGATION OF CONTRACTING AUTHORITY 

The materia! appearing at 21 F. R. 
6718-6719 of September 6, 1956 is super¬ 
seded by the following: 

Section 1. Purpose. This order dele¬ 
gates authority to approve and execute 
contracts required for the performance 
of the Department’s functions. 

Sec. 2. Delegation of authority. .01 
Pursuant to authority vested in the Sec¬ 
retary of Commerce by law. the Director 
of the Office of Administrative Opera¬ 
tions for those primary organization 
units served by that office (the Office of 
the Secretary, Office of Business Eco¬ 
nomics. Business and Defense Services 
Administration, and the Bureau of For¬ 
eign Commerce) and the head of each 
other primary organization unit of the 
Department of Commerce are hereby 
authorized, subject to the provisions of 
this order and applicable laws and reg¬ 
ulations. to approve and execute: 

(1) Advertised contracts and accom¬ 
panying bonds, including annual bid 
bonds; 

(2) Any contract which Is supplemen¬ 
tal to an advertised contract; and 

(3) Negotiated contracts and accom¬ 
panying bonds, including annual bid 
bonds, or any contract supplemental 
thereto. (For the purpose of this order, 
a negotiated contract is one entered into 
without advertising, whether or not it 
falls within any of the exceptions men¬ 
tioned in R. S. 3709 (41 U. S. C. 5).) 

.02 The Director of the Office of Ad¬ 
ministrative Operations and the heads of 
primary organization units may redele¬ 
gate the authority granted herein and 
may impose such conditions and limita¬ 
tions as they deem necessary. 

Sec. 3. General provisions. .01 The 
authority delegated herein shall not be 
deemed to include contracting authority 
delegated to the Secretary of Commerce 
by the Administrator, General Services 
Administration under Title m of the 
Federal Property and Administrative 
Services Act (63 Stat. 393; 41 U. S. C. 
251); as amended. These authorities 
are generally redelegated to heads of 
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affected Offices and Bureaus on an in¬ 
dividual basis as the need arises. 

.02 Any contract and supplement 
thereto and amendments thereof for 
services by a management consultant or 
management consulting firm when au¬ 
thorized by law. shall be approved by the 
Assistant Secretary of Commerce for 
Administration, regardless of amount, 
prior to execution. 

.03 Contractual documents shall be 
cleared by the Office of the General 
Counsel or by the primary organization 
unit legal staff, where one exists, in ac¬ 
cordance with such instructions as may 
be issued from time to time by the Office 
of the General Counsel, or the appro¬ 
priate legal stafT. 

Effective date; November 4. 1958. 

Sinclair Weeks. 

Secretary of Commerce. 

|F. R. Doc. 58-9400: Filed. Nov. 14. 1958; 

8:47 a. m. | 


|Dept. Order 83 (Revised)] 

Organization. Duties and Functions 

OFFICE Or THE SECRETARY OF COMMERCE 

The material appearing at 20 F. R. 
2696-2697 of April 22, 1955 is superseded 
by the following: 

Section 1 . Purpose. The purpose of 
this order is to define the broad authority 
and functions of the Secretary of Com¬ 
merce and to prescribe the method and 
channels through which these functions 
are performed. 

8 ec. 2. Secretary of Commerce. .01 
The Secretary of Commerce is responsi¬ 
ble for the administration of the func¬ 
tions and authorities asassigned to the 
Dejxartment of Commerce broadly de¬ 
scribed in the act of February 14. 1903 
(32 Stat. 826 ), which reads in part as 
follows: 

It thall be the province and duty of the tald 
Department (Department of Commerce) to 
foatrr, promote, and develop the foreign and 
domestic commerce, • • • manufacturing, 
ahtpping • • • industries, and the transporta¬ 
tion facilities of the United States; and to 
thU end It ahall be vested with Jurisdiction 
and control of the departments, bureaus, 
unices, and branches of the public service 
hereinafter specified, and with such other 
powers and duties as muy be prescribed by 
law. 

.02 In addition to the generic au¬ 
thority provided in the Act of February 
14. 1903. supra. Reorganization Plan No. 
5 of 1950 and Reorganization Plan No. 21 
of 1950 transferred to the Secretary of 
Commerce, with certain exceptions not 
here pertinent, the related functions and 
authorities vested in all other officers 
and organization units of the Depart¬ 
ment of Commerce. 

.03 The Secretary Is also responsible 
for advising the President on Federal 
policy and programs affecting the indus¬ 
trial and commercial segments of the na¬ 
tional economy within the scope of the 
Department of Commerce. 

.04 The order of precedence to act as 
Secretary of Commerce is established by 
law and Executive Order which provide 
that the following officers, in the order 
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NOTICES 


designated, shall perform the duties of 
the Secretary of Commerce in the event 
of the absence or sickness of the Secre¬ 
tary. or until a successor is appointed in 
the event of the vacancy of that position: 

<1> The Under Secretary. 

(2) The Under Secretary for Trans¬ 
portation. 

(3) The Assistant Secretaries of Com¬ 
merce In the order of precedence as de¬ 
termined by the dates of their commis¬ 
sions. 

<4> The General Counsel. 

Sec. 3. Office o/ the Secretary of Com¬ 
merce. .01 The Office of the Secretary 
of Commerce is composed of the follow¬ 
ing officers and organization units: 

<1> The Secretary of Commerce. 

(2) The Undersecretary. 

<3> The Under Secretary for Trans¬ 
portation: Defense Air Transportation 
Administration. 

(4) The Assistant Secretary for Do¬ 
mestic Affairs. 

<5> The Assistant Secretary for Inter¬ 
national Affairs: Office of International 
Trade Pairs. 

<6> The Assistant Secretary for Ad¬ 
ministration: Office of Budget and 
Management. Office of Personnel Man¬ 
agement, Office of Publications, Office of 
Administrative Operations. Office of Se¬ 
curity Control. Office of Field Services, 
Emergency Planning Coordinator. Agen¬ 
cy Inspection Staff, Appeals Board. 

(7) The General Counsel. 

(8) Office of Public Information. 

.02 In the execution of his responsi¬ 
bilities for the administration of the 
functions and authorities assigned to the 
Department of Commerce, the Secretary 
has delegated, by separate orders, the 
performance of certain specified func¬ 
tions, together with the related operating 
authority, to the heads of the constituent 
units of the Office of the Secretary and 
to the heads of the primary organization 
units of the Department. 

.03 Exhibit 1 to this order indicates 
the respective areas of functional super¬ 
vision and authority exercised by the 
heads of the constituent units of the 
Office of the Secretary of Commerce and 
identifies the applicable enabling De¬ 
partment order. 

Effective date: November 1.1958. 

Sinclair Weeks, 
Secretary of Commerce * 

|F. K. Doc. 58-94D1; FU«1. Nov. 14. 1958; 

8 47 a. m.J 


(Dept Order 128 (Revised! 1 
Organization, Duties and Functions 

UNDER SECRETARY Of COMMERCE FOR 
TRANSPORTATION 

This material supersedes the material 
appearing at 21 F. R. 2129 of April 13, 
1956 and amends section 2.01 of the ma¬ 
terial appearing at 21 F. R. 4028 of June 
12. 1956 by adding the words "for Trans¬ 
portation** to the lost line thereof. 

Section 1. Purpose. The purpose of 
this order is to describe the duties and 
responsibilities of the Under Secretary of 
Commerce for Transportation. 


Sec. 2. Authority . .01 The duties and 
responsibilities of the Under Secre¬ 
tary of Commerce for Transportation 
described in this order are assigned pur¬ 
suant to the authority vested in the Sec¬ 
retary of Commerce by law. including 
authority under Reorganization Plan 
Nos. 5 and 21 of 1950. 

.02 All the authority vested in and 
exercised by the heads of the Defense 
Air Transportation Administration, the 
Bureau of Public Roads, Civil Aero¬ 
nautics Administration, Weather Bu¬ 
reau. Coast and Geodetic Survey, and 
Maritime Administration and the Fed¬ 
eral Maritime Board, except for such 
regulatory or other functions specifically 
reserved to the Board under the law. 
are hereby made subject to the policy 
direction and coordination of the Under 
Secretary of Commerce for Transporta¬ 
tion. 

Sic. 3. Duties and rcspoytslbilities. 
.01 The Under Secretary of Commerce 


ganlzation units named In section 2.03 
hereof; and 

<3> Assist In the fulfillment of the 
Department’s role in the effectuation of 
transportation policies and program*. 

.02 The Deputy Under Secretary m- 
sumes the full responsibilities of the 
Under Secretary of Commerce for 1 ring- 
portatlon during the latter’s absence. 

Sec. 5. Assistant to the Under Secre¬ 
tary of Commerce for Transportation 
The Assistant to the Under Secretary of 
Commerce for Transportation shall pro¬ 
vide the staff assistance for the review 
and evaluation of all proposed trans¬ 
portation policies and programs on be¬ 
half of the Office of the Under Secretary 
of Commerce for Transportation, review 
proposed programs initiated by the re¬ 
spective primary organization units un¬ 
der the Jurisdiction of the Under -^Cre¬ 
tan’ of Commerce for Transports ^on. 
and assist in the formulation of policy 
proposals or changes in policy. 


for Transportation shall: 

€ 1 > Serve as the principal advisor to 
the Secretary on all policy matters con¬ 
cerning transportation responsibilities 
and activities of the Department of Com¬ 
merce and on all matters which involve 
the transportation policies of the Fed¬ 
eral Government; 

(2) Exercise policy direction over and 
coordinate the transportation and re¬ 
lated activities of the Department: 

(3) Formulate an integrated trans¬ 
portation program for the Department 
and establish the Department’s position 
respecting the development of over-all 
transportation policy and program with¬ 
in the executive branch of the Govern¬ 
ment, Including the mobilization aspects 
thereof: 

<4) Initiate action before the trans¬ 
portation regulatory agencies when 
such action appears to be appropriate 
for the effectuation of transportation 
policies and programs, or present the De¬ 
partment’s views on matters under con¬ 
sideration by such regulatory agencies 
as they may affect the Department’s 
programs or over-all transportation 
policy; 

<5> Serve as the local point within the 
Department on all coordination activi¬ 
ties of an interpartmental nature which 
Involve transportation matters, and rep¬ 
resent the Department on the Air Co¬ 
ordinating Committee; and 

(6) Consult with the Under Secretary 
of Commerce, the Assistant Secretaries 
of Commerce for Domestic Affairs, and 
International Affairs, on matters of com¬ 
mon Interest In their respective areas of 
responsibility. 

Sec. 4. Deputy Under Secretary of 
Commerce for Transportation. .01 The 
Deputy Under Secretary of Commerce 
for Transportation shall serve as the 
deputy to the Under Secretary of Com¬ 
merce for Transportation and shall: 

(!) Assist in the formulation of policy 
proposals or changes In policy with re¬ 
spect to over-all transportation programs 
of the executive branch of the Govern¬ 
ment. 

<2> Be responsible for the general pol¬ 
icy guidance of program development 
activities of the respective primary or- 


Effectlvc date: November 1. 1958. 

Sinclair Wrnc< 
Secretary of Commerce. 

|P. D. Doc. 58-9492; Filed. Nov 14 
8:47 a. m.J 


{Dept. Order 133 <n*vU*d)l 
Organization, Duties and Functions 

ASSISTANT SECRETARY OF COMMERCE IGI 
DOMESTIC AFFAIRS 

This material supersedes the material 
appearing at 20 F. R. 904-905 of Febru¬ 
ary 11. 1955. In addition sections 2 01 
of the material appearing at 21 F R. 
1665 of March 15, 1956 and 23 P. R 4110 
of June 11, 1958 are amended by sub t:- 
tuting “The Assistant Secretary of Com¬ 
merce for Domestic Affairs’’ for the 
’’Under Secretary of Commerce ' 

Section 1. Purpose. The purpo^ of 
this order Is to delegate and describe the 
duties and responsibilities of the Assist¬ 
ant Secretary of Commerce for Domestic 
Affairs. 

Sec. 2. AutharUv. 01 The duties and 
responsibilities of the Assistant Secre¬ 
tary of Commerce for Domestic Affairs 
described in this order are prcscr.t*^ 
pursuant to the authority tested in the 
Secretary of Commerce by law. In»ud* 
mg Reorganisation Plan No. 5 of l w 

.02 All the authority vested tn *nd 
exercised by the heads of the Buslnef* 
and Defense Services Administration. a« 
Bureau of the Census, the 
ness Economics, the Patent 
the National -Bureau of Standards by 
department orders or other dc-eK* 
of authority are hereby made jmbJ*:t i 
the policy direction and coordination oi 
the Assistant Secretary of Commci cc . . 
Domestic Affairs. 

Stc. 3. Duties and 
.01 The Assistant Secretary of Co 
mercc tor Domestic Affairs • . w 

<1> Serve as the principal advjM>. W 
the Secretary on all domestic 
the Department's responslbiln ^ 

corning Industry, trade, and 
economic activities; 
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(2) Exercise policy direction and co¬ 
ordinate the activities of the Department 
relating to the promotion of domestic in¬ 
dustry and trade; defense production 
and mobilization preparedness of domes¬ 
tic industry: commodity and Industrial 
activity reporting; the conduct of 
dttwusei*. surveys, and statistical analy¬ 
tes; foreign excess property; analyses of 
economic trends and conditions; scien¬ 
tific and technological research; and 
awjmre of patents; 

<3> Consult with the Under Secretary 
of Commerce, the Under Secretary for 
Transportation, and the Assistant Secre¬ 
tary for International Affairs on matters 
of common interest in their respective 
areas of u^ponsibility. 

Effective date: November 1. 1958. 

Sinclai* Weeks. 

Secretary of Commerce . 

IF. R Doc 58 9493; filed. Nov. 14. 1958; 

8:47 a. m.J 
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dated February 24. 1956, designates the 
Department of Commerce as an agency 
authorized to establish a unit of the 
Reserve. 

Sec. 3. Definitions. .01 The Execu¬ 
tive Reserve is an organization composed 
of persons selected from various seg¬ 
ments of the civilian economy and from 
Government who are to be trahied for 
assignment to executive positions in the 
Federal Government during periods of 
emergency. 

.02 An Executive Reservist is a mem¬ 
ber of the National Defense Executive 
Reserve. 

.03 The Department of Commerce 
Unit of th^National Defense Executive 
Reserve shall consist of all units of the 
National Defense Executive Reserve 
established In the several primary 
organization units of the Department, 
including both national and regional 
Reserve units of the primary organiza¬ 
tion units. 


| Dept. Order I S3 (Revised) 1 
OiciNUATioN. Duties and Functions 

BUM. L-H WENT or THE NATIONAL DEFENSE 
EXECUTIVE RESEQVE 

T* 1 * material appearing at 21 F. R. 
W04-3g05 of June 2, 1958. is superseded 

by die following: 

Section 1. Purpose. The purpose of 
mis order is to provide for the establish¬ 
ment and administration of the National 
Dwense Executive Reserve in the De¬ 
partment of Commerce. 

Sec. 2 Legal basis— .01 Statute. Sec- 
Jr. n 3 18 / 0) the Defense Production 
1950 ’ Rs amended, August 9, 1955 
5831 50 u - *• c A PP- 2180 <e> >. 
uthomes the President to provide for 
wjewAbUshment and training of a nu- 
Executive Reserve for employment 
P^Uons in Government 
periods of emergency. 

* n Jri' cut t vc ° rdcr - Executive Order 
February 15. 1956, estab- 
" Ulc National Defense Executive 
SK ; rf? thortod *** Director of the 
of Defense Mobilization to institute 
the Executive Reserve 
JT®sram and to coordinate the acUvltles 
the nL “K^ncles in establishing units of 
dim:;, r vr ' and a uthorized the heada 
br tfS ttnd aRCnclM desiemated 

Mobi’;> °* Lhe Office of Defense 

Ewcu'ti“p 0 n to establbh un»s of the 
J fCKCrvc and to se,cc t and 
the umu persons 10 5ervc as members of 

iS" M °t>M=atlon Order. De- 
v-VcU rt ,!^H° n ° rdcr No- 1-21 'Re¬ 
scion oi h ^ .^, ay 101 l958 ' Provides 
ind ac nilfT lbl nKS that departments 
of the ' Executive Branch 
•ttesnre^mf “obillzaUon responsibil- 
tnd r ,. Int , t | 10ri f ed to establish national 
un ! u «f the Executive Rc- 
soch unit?* an . d d eslRnate members of 
thtj- training* lnstltute Programs for 

Director. Office of 
Dirtc'o" ‘ot ' lzat ‘ on - A Jotter from the 
• ° mcc of Defense Mobilisation. 


Sec. 4. Policy and delegation of au- 
thority. .01 It is the policy of the De¬ 
partment of Commerce to establish and 
maintain, where appropriate, an Execu¬ 
tive Reserve unit as part of the man¬ 
power mobilization base for national 
security in each primary organization 
unit having major mobilization respon¬ 
sibilities. The head of each such primary 
organization unit is hereby delegated 
authority to establish an Executive Res¬ 
erve unit, including a national unit and 
such regional units as may In his opinion 
be appropriate. In the Office of the 
Secretary this authority will be exer¬ 
cised by the Assistant Secretary for Ad¬ 
ministration. 

.02 Each primary organization unit 
establishing a Reserve unit In the Depart¬ 
ment of Commerce shall establish a 
training program which shall include but 
not be limited to orientation sessions, 
continuous and up-to-date information 
on the Government organization and 
program planned in the event of mobili¬ 
zation, and information to keep the Re¬ 
servist fully abreast of developments in 
his field which affect the capacity of the 
United States to mobilize its resources 
In an emergency. The training pro¬ 
grams will be carried out at Washing¬ 
ton and regional levels as appropriate 
and will include actual participation in 
the testing of mobilization plans at re¬ 
location sites to the extent feasible. 

.03 Activities of persons by reason of 
designation to the Executive Reserve 
shall not include advising, consulting, or 
acting on any matter pending before any 
department or agency of the Government 
but shall be limited to receiving training 
for mobilization assignments under the 
Executive Reserve Program. 

.04 The number of Executive Reserv¬ 
ists will be limited to those for which 
there is a demonstrable need in the es¬ 
sential mobilization functions for which 
the primary organization unit is respon¬ 
sible. 

.05 Members of these Reserve units 
shall be drawn, as appropriate, from all 
geographic areas and from all segments 
of the economy concerned with the major 
mobilization responsibilities of the pri¬ 
mary unit. They may Include persons 
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now serving in Government on a full- or 
part-time basis. 

.06 Specific qualification standards 
must be established by each primary or¬ 
ganization unit for selection of Executive 
Reservists. Reservists shall be persons 
with broad experience in Important 
functional and industry areas and shall 
be qualified to participate in an exec¬ 
utive capacity In such areas in the 
event of an emergency. Candidates for 
the Executive Reserve will be selected on 
the basis of each individual's (a) quali¬ 
fications to perform the duties and re¬ 
sponsibilities of a contemplated mobili¬ 
zation assignment and <b> likelihood of 
being available in the event of full 
mobilization. 

.07 Reservists will be chosen to serve 
in major functional and industry areas, 
g., priorities and directives, copper, 
lumber, metalworking equipment, etc., 
and will not as a rule be selected for 
specific positions. Exceptions to this 
principle w’ould include cases where it is 
deemed desirable to have predexignated 
executive talent in depth to man top level 
administrative posts. 

.08 Policies and procedures relating 
to the designation of members of national 
Reserve units shall be applicable to the 
designation of members of regional Re¬ 
serve units. 

Sec. 5. Administration . .01 The Ex¬ 
ecutive Reserve Program of the Depart¬ 
ment of Commerce shall be under the 
supervision of the Assistant Secretary of 
Commerce for Administration, who will 
be responsible for the conduct of the 
program. 

.02 In order to carry out his respon¬ 
sibilities under this program, the Assist¬ 
ant Secretary for Administration will 
utilize the services of such other person¬ 
nel of the Department as may be neces¬ 
sary or desirable and will issue such reg¬ 
ulations and instructions as he may deem 
appropriate for this purpose. 

.03 The Assistant Secretary of Com¬ 
merce for Administration and the Ad¬ 
ministrator, Business and Defense Serv¬ 
ices Administration, have been named 
to serve as members of the Interagency 
Executive Reserve Committee of the Of¬ 
fice of Civil and Defense Mobilization. 
The Assistant Secretary for Administra¬ 
tion shall coordinate all liaison with the 
Office of Civil and Defense Mobilization 
relating to the Reserve Program. 

.04 Each primary organization unit 
is authorized and directed to prescribe, 
after clearance with the appropriate 
Under Secretary or Assistant Secretary 
and with the Assistant Secretary for Ad¬ 
ministration. such operating procedures 
and instructions not inconsistent with 
this order as may be necessary or desir¬ 
able to execute the general purposes of 
this order in the light of their individual 
operating requirements. 

.05 In the interest of practical opera¬ 
tion as well as in the interest of economy, 
the program shall be set up in such a way 
that it functions automatically to the 
maximum extent possible, using existing 
material and information channels and 
existing staff. The administrative proce¬ 
dures involved In the program shall be 
integrated with the existing administra¬ 
tive procedures for current operations. 
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NOTICES 


.06 Each primary organization unit 
establishing a unit In the Executive Re¬ 
serve U responsible for avoiding the is¬ 
suance of invitations to persons already 
in the Reserve and avoiding excessive 
Government demands on a single em¬ 
ployer. To assist agencies in carrying 
out this objective, a central register of 
Reserve members will be maintained by 
the Civil Service Commission for refer¬ 
ence. Each primary organization unit 
designating a person as a member of the 
Reserve must notify the Commission of 
such designation. Each primary organ¬ 
ization unit contemplating recruitment 
of a person into the Reserve shall first 
check with the Civil Service Commission 
to see whether the person has already 
been designated a member of the Re¬ 
serve. 

.07 Insofar as practicable. In order to 
maintain sound relationships with em¬ 
ployers. the consent of a proposed Re¬ 
servist’s employer will be obtained prior 
to negotiations with the proposed Re¬ 
servist himself, except for former 
employees of the National Production 
Authority or of the Business and Defense 
Services Administration. 

.08 Prior to designation aa a member 
of the Reserve, each proposed designee 
must submit a statement of understand¬ 
ing as to availability, with the formal 
concurrence of his employer. 

.09 When the proposed Reservist has 
held a security clearance from this De¬ 
partment within the preceding year, the 
formal invitation to become a member 
and the designation as a member of the 
Reserve may be issued. If otherwise in 
order. When the proposed Reservist has 
not held a security clearance from this 
Department within the preceding year, 
no designation nor any commitment as 
to designation shall be made pending the 
receipt of such clearance. 

.10 Designations as members of the 
Reserve will be made by the Secretary, 
on recommendation of the head of the 
primary organization unit concerned and 
the Assistant Secretary for Administra¬ 
tion. 

.11 Under existing law Reservists arc 
not. by reason of designation as such, 
subject to any requirement relating to 
filing or publication of statements of 
financial interests. 

.12 With respect to training activities 
under the Reserve Program, as limited 
by Executive Order No. 10660 and stated 
in section 4 of this order. Reservists who 
are not full-time Government employees 
shall be exempt from the operation of 
sections 281. 283. 284. 434. and 1914 of 
Title 18. United States Code, and section 
190 of the Revised Statutes (5 U. S. C. 

99,' 

.13 Each Reservist will file an appro¬ 
priate u’aiver of compensation In connec¬ 
tion with or as a part of his statement 
of understanding. 

.14 Members of the Executive Reserve 
who are not full-time Government em¬ 
ployees may be authorized transportation 
and not to exceed $15 per diem in lieu 
of subsistence while awny from their 
homes or regular places of business for 
the purpose of participating in the Ex¬ 
ecutive Reserve training program. 


.15 Records and reports, the forms 
and procedures relating to designation of 
Reservists, and conducting liaison with 
the Civil Service Commission win be pre¬ 
scribed in instructions to be Issued by 
or with the approval of the Assistant 
Secretary for Administration. 

Sec. 6. Report. Heads of the primary 
organization units will be responsible for 
the preparation of such reporting ma¬ 
terial as required by the Assistant Secre¬ 
tary for Administration for inclusion in 
the annual report from the Secretary to 
the Director. Office of Civil and Defense 
I Mobilization, regarding the organization, 
training, and state of readiness of the 
Department of Commerce •unit of the 
Executive Reserve, indicating its size, 
composition, and representation, to¬ 
gether with recommendations thereon. 

Effective date: November 6. 1958. 

Sinclair IVeeks. 

Secretary of Commerce. 

|F. R. Doc. 58-9494; Filed. Nov. 14. 1958; 

8:47 a. m l 


ATOMIC ENERGY COMMISSION 

(Docket No. 27-101 
Nuclear Engineering Co., Inc. 

AMENDMENT TO BYPRODUCT, SOURCE, AND 

SPECIAL NUCLEAR MATERIAL LICENSE 

Please take notice that the Atomic 
Energy Commission has issued the fol¬ 
lowing Amendment <No. 1) to License 
No. 4-3766-1 authorizing Nuclear Engi¬ 
neering Company, Inc. as requested in 
Its applications for license amendment 
dated October 31, 1958. and November 4. 
1958 to conduct Intrastate transporta¬ 
tion of low-level liquid radioactive waste 
material in cargo tanks. The Commis¬ 
sion has found that such transportation 
of low-level liquid waste in accordance 
with the terms and conditions of the li¬ 
cense as amended will not present undue 
hazard to the health and safety of the 
public and will not be inimical to the 
common defense and security. 

The Commission has found that prior 
public notice of proposed issuance of this 
amendment Is not necessary in the pub¬ 
lic interest since the conduct of the au¬ 
thorized activities would not present any 
substantial changes in the hazards to 
the health and safety of the public from 
those presented by the previously ap¬ 
proved waste disposal activities of the 
licensee. 

In accordance with the Commission’s 
“Rules of Practice” (10 CFR Part 2) the 
Commission will direct the holding of a 
formal hearing on the matter of the 
issuance of the license amendment upon 
receipt of a request therefor from the 
licensee or an intervener within thirty 
days after the issuance of the license 
amendment. For further details, sec 
the application for license amendment 
submitted by Nuclear Engineering Com¬ 
pany. Inc. which is on file at the Com¬ 
mission's Public Document Room. 1717 
H Street NW„ Washington. D. C. A copy 
of the applications may be obtained at 
the Commission's Public Document 


Room or upon request addressed to th« 
Atomic Energy Commission. Washing¬ 
ton 25. D. C., Attention: Dirrctor, Di¬ 
vision of Licensing and Regulation. 

Dated at Germantown* Mcl. this 7th 
day of November 1958, 

For the Atomic Energy Comm ion. 

James R. Maeo:,\ 

Chief. 

Isotopes Branch, 

Division of Licensing and Regulation, 

(License No.4-3766-1 (ICO). AmrHl| 

In Addition to the activities previously w. 
thorlred by the Commission under Uccost 
No. 4-3766-1, Nuclear Engtneerlx^ C -mp*Of. 
Inc. (hereinafter referred to aa thr "iicsn* 
ace") 1* authorized to: 

(1) Conduct Intrastate transp- * tloo of 
low-level liquid woate* In cargo ucka ap¬ 
proved under Bureau of XEplontu s Permit 
612; and 

(2) Transport and process aa low-lerel 
liquid waste a total of 4000 gallons r f liquid 
waste in concentrations not « ceding 
20 x10 * uc/cc; 

in accordance with the procedure rid ob¬ 
ject to the limitations stated In the ::ccnsesk 
applications for amendment cloud October 
31. 1058. and November 4. 1958. 

In conducting these activities th»* .icenset 
shall comply with the conditions r,nd regu¬ 
lations contained or lncarpcrnud tn Llrcnss 
No. 4-3766-1. except aa provided oUa In 
this amendment, nnd ahall comply vita U* 
following additional requirement. 

All low level liquid wastes transported tn 
cargo tanks to the licensee’s locutions la 
Cowell. California, or Kearny, New Jcrmf. 
shall be solidified and packed for dlsjxwal it 
sea within three months from the date » 
receipt of such material by the Ucer-r 

Date of Issuance: November 7. 

This amendment is effective as of the dste 
of issuance. 

For the Atomic Energy Commission. 

Jam» R. M awv. 

Chief. 

/iOfope* Bmnrh. 

Division of Licensing and Regulation, 

[P. R. Doc. 58 9479; Filed. Nov. 14. 

8:45 a. m l 


CIVIL AERONAUTICS BOARD 

(Docket No. 8971] 

illifd Air Freight. Inc., rr al: CoaflgoN 
Control and Interlocking Kixatio 
SHIPS 

NOTICE OF HEARING 

In the matter of the Joint application 
f Allied Air Freight. Inc.. Allied 
'rcight International Con»ratiion an 
dlled Terminal Corporation lor ap¬ 
proval of certain control and1 lnfc«»» 
ag relationships pursuit to the l 
lsions of sections 408 and 409 cl tw 
nvU Aeronautics Act of 

^Notice Is hereby given, ^veuax^ ^ 
;ivU Aeronautics Act ol *• J lhe 
intended, that public bc “‘ n * JLj to 
ibove-entitled proceeding Is a*- ^ fl 00 

* held 0" November 17^958.^ 

i. m.. e. s. t.. In Room low. 1 ',‘‘‘ 
Juildlng No. 5. 16th Street and_Co 

Ntv Washington, v. v. 







Saturday, November 15, 195S 


FEDERAL REGISTER 


8943 


Dated at Washington, D. C. # November 

10. 1958. 

[seal] Francis W. Brown, 

Chief Examiner . 

[f. R. Doc. 50-0559; FiW»d. Nov. 14. 1950; 
11:00 a. m | 


FEDERAL COMMUNICATIONS 
COMMISSION 

(Docket Noa. 12258, 12260; FCC 5QM-1262( 

Wabash Valley Broadcasting Corp. and 
IIIiana Telecasting Corp. 


Future prehearing conference. February 2, 
1959. 

Bearing. February 5, I960. 

Released: November 12,1958. 

Federal Communications 
Commission, 

[ seal ] Mary Jane Morris, 

Secretary. 

(F. R, Doc. 50-9497; Filed. Nov. 14. 1958; 
8:48 a. m.} 


(Docket No. 12503; FCC 50M-1258| 
South County Broadcasting Co. 


order continuing hearing 

In rc applications of Wabash Valley 
Broadcasting Corporation, Terre Haute, 
Indiana; Docket No. 12258, File No. 
BPCT-2293; Illiana Telecasting Corpo¬ 
ration. Terre Haute, Indiana; Docket No. 
12260. File No. BPCT-2392; for construc¬ 
tion permits for new Television Broad¬ 
cast stations (Channel 2). 

The Hearing Examiner having under 
consideration a joint motion for con¬ 
tinuance hied by the two applicants 
herein on November 7, 1958; 

It appearing, that counsel for the 
Chief of the Commission's Broadcast Bu¬ 
reau has no objection to the grant of this 
motion or to its immediate considera¬ 
tion; 

It if ordered . This 10th day of Novem¬ 
ber 1958. that the above motion Is grant¬ 
ed. and the dates designated for various 
procedural steps herein are postponed 

as follows: 

Da to for exchange of exhibit*, from No- 
wmtxr 10. 1958 to January 12. 1959. 

D*to for furthef prehearing conference, 
from November 19, 1958 to January 21. 1959. 

Hearing date, from December 1, 1958 to 
February 2. 1950. 

Released: November 12,1958. 

Federal Communications 
Commission, 

[seal] Mary Jane Morris, 

Secretary. 

IF R. Doc. 58-9490: Filed. Nov. 14, 1958; 
8:48 a. m.J 


[Docket No. 12580 etc.; FCC 58 M-1263] 
M. V. W. Radio Corp. et al. 
order governing course op rearing 

re application of M. V. W. Radi 
corporation, San Fernando. California 
jacket No. 12586, File No. BP-10888 
kgb. Incorporated (KGB). San Diegc 

Bp n?! 1 ,* 1 J**** No - 12 587. File Nc 
Robert 8 Marshall, Newhal 

RP 1 n52?\. Docket 1258B - Pile Nc 
H * wllson Shir 
d/b as Wilson Broad 
tC "* XT Cor Til any ' Oxnard. California 
Jacket No. 12589. Pile No. BP-11911’ fu 

construction permits. 

be i<>Z de ^ d ; 10th dft y Novcm 
which that foUo * ln * calendar 
ft r^h! ft Hn BrW(l , upon M parties a 
VcmST^f eo COnfercncc held on No 

cou™ ft ?Vh? 58, 8han * ovcrn the futun 
course of this proceeding; 

5, U159 a] ge en 8 lncw ing exhibits. January 

domineering conference, January 15, 1959 . 


ORDER CONTINUING HEARING CONFERENCE 

In re application of Jack C. Salera, 
tr/a s South County Broadcasting Com¬ 
pany, Wickford. Rhode Island: Docket 
No. 12593, File No. BP-11383; for con¬ 
struction permit. 

Upon the Examiner's own motion: It 
is ordered , This 10th day of November 
1958, that the prehearing conference in 
the above-entitled proceeding presently 
scheduled to be held on November 12, 
1958. Is hereby continued to December 
3, 1958. 

Released: November 10. 1958. 

Federal Communications 
Commission, 

[seal] Mary Jane Morris, 

Secretary. 

IF. R. Doc. 58-9408; Filed. Nov. 14. 1958; 
8 48 a. m.) 


(Docket Noe. 12650-12651; FCC 58-1011] 

Oroville Broadcasters (KMOR) a*nd 
James E. Walley 

ORDER DESIGNATING APPLICATIONS FOR 

CONSOLIDATED HEARING ON STATED ISSUES 

In re applications of Oroville Broad¬ 
casters (KMOR), Oroville, California; 
Docket No. 12050. File No. BR-1920; for 
renewal of license. James E. Wallcy, 
Oroville, California; Docket No. 12651, 
File No. BP-11655; for construction per¬ 
mit for new standard broadcast station. 

At a session of the Federal Communi¬ 
cations Commission held at its offices in 
Washington, D. C„ on the 5th day of 
November 1958; 

The Commission having under con¬ 
sideration the Application (BR-1926) of 
Orovlllo Broadcasters for renewal of 
license of standard broadcast Station 
KMOR, Oroville, California, on 1340 
kilocycles. 250 watts, unlimited time, and 
the application (BP-11655 as amended) 
of James E. Wailey requesting a con¬ 
struction permit for a new* standard 
broadcast station to operate on 1340 kilo¬ 
cycles. 250 watts, unlimited time, in 
Oroville. California; and 

It appearing, that the above-captioned 
applications are mutually exclusive, in 
that operation by more than one of the 
applicants, as proposed, would result in 
mutually destructive interference; and 
that the proposed operation of James E. 
Wailey would cause objectionable inter¬ 
ference to Stations KCRA, Sacramento. 
California (1320 kc, 1 kw. 5 kw-LS. DA-2, 
U) and Station KATO, Reno, Nevada 
(1340 kc. 250 w. V); and 

It further appearing, that by letters 
dated June 3 and 25. 1958, the licensees 


of Stations KATO and KCRA. respec¬ 
tively. expressed intentions of appearing 
at a hearing on the application of James 
E. Wailey; and 

It further appearing, that pursuant to 
section 309(b) of the Communications 
Act of 1934. as amended, the Commis¬ 
sion on May 20. 1958. notified the above- 
named applicants of the fact that their 
applications were mutually exclusive: 
of the fact that the proposed operation 
of James E. Waliey-would cause objec¬ 
tionable interference to Stations KCRA, 
Sacramento and KATO. Reno; of all ob¬ 
jections to a grant of their applications; 
of the need for a hearing; and that the 
applicants were afforded an opportunity 
to reply; and 

It further appearing, that upon due 
consideration of the above-captioned 
applications, the amendments filed 
thereto, and the Commission's letters 
with respect thereto and the replies of 
the parties, the Commission finds that 
pursuant to section 309 (b> of the Com¬ 
munications Act of 1934. as amended, a 
hearing is necessary on the above-cap¬ 
tioned applications; that the applicants 
herein are qualified In all respects to 
construct, own and operate the proposed 
standard broadcast stations except with 
respect to the matters set forth in the 
Issues listed below; 

It is ordered. That pursuant to section 
309 (b) of the Communications Act of 
1934. as amended, the above-captioned 
applications of Oroville Broadcasters 
and James E. Wailey are designated for 
hearing in a consolidated proceeding at 
a time and place to be specified in a sub¬ 
sequent order upon the following issues: 

1. To determine the areas and popula¬ 
tions which would receive primary serv¬ 
ice from each of the proposed operations 
and the availability of other primary 
service to such areas and populations. 

2. To determine whether the proposed 
operation of James E. Wailey would 
cause objectionable interference to Sta¬ 
tions KCRA. Sacramento. California, 
and KATO, Reno, Nevada, or any other 
existing standard broadcast stations, 
and, if so. the nature and extent thereof, 
the areas and populations affected 
thereby, and the availability of other 
primary service to such areas a nd 
populations. 

3. To determine whether the applica¬ 
tion of James E. Wailey was filed in 
good faith or whether said application 
was filed for the purpose of hindering 
and obstructing a grant of the above 
application for renewal of license or the 
assignment of said license. 

4. To determine whether Oroville 
Broadcasters discontinued operation of 
Station KMOR without Commission con¬ 
sent and abandoned said station con¬ 
trary to the provisions of its license and 
in violation of $ 3.71 of the Commission's 
rules 

5. To determine whether Oroville 
Broadcasters is financially qualified to 
own and operate proposed standard 
broadcast Station KMOR. 

6. To determine whether Oroville 
Broadcasters operated Station KMOR 
without having in full-time employment 
an operator holding a radio-tele phone 
first class operator license as required by 
8 3.93 (C) of the Commission's rules. 
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7. To determine on a comparative 
basis which of the operations proposed 
In the above-captioned applications 
would better serve the public Interest In 
the light of the evidence adduced under 
the foregoing Issues and the record made 
with respect to the significant differences 
between the applicants as to: 

(a> The background and experience 
of each of the above-named applicants 
having a bearing on its ability to own 
and operate the proposed stations. 

lb) The proposals of each of the 
above-named applicants with respect to 
the management and operation of the 
proposed stations. 

<c> The programming service proposed 
In each of the above-mentioned appli¬ 
cations. 

8. To determine, in the light of the 
evidence adduced pursuant to the fore¬ 
going issues, which. Jf cither, of the 
above applications should be granted. 

It is further ordered . That the Issues 
in the above-entitled proceeding may be 
enlarged by the Examiner, on his own 
motion or on petition properly filed by 
a party to the proceeding and upon suf¬ 
ficient allegations of fact in support 
thereof, by the addition of the follow¬ 
ing Issue: 

To determine whether the funds avail¬ 
able to the applicant will give reasonable 
assurance that the proposals set forth in 
the application will be effectuated. 

It is further ordered. That KCRA. Inc., 
and Robert L. Stoddard trading as Sierra 
Broadcasting Company, licensees of 
Stations KCRA and KATO. respectively, 
are made parties to this proceeding; and 

It is further ordered , That to avail 
themselves of the opportunity to be 
heard, the applicants and parties re¬ 
spondents herein, pursuant to S 1.140 of 
the Commission’s rules, in person or by 
attorney, shall within 20 days of the 
mailing of this order, file with the Com¬ 
mission. in triplicate, a written appear¬ 
ance stating an intention to appear on 
the date fixed for the hearing and pres¬ 
ent evidence on the issues specified In 
this order. 

Adopted: November 5.1058. 

Released: November 12.1958. 

Federal Communications 
Commission, 

(seal! Mary Jane Morris. 

Secretary. 

IF. R. Doc. 58-9499; Filed. Nov. 14, 1858; 
8:48 a. m.) 


(Change LUt 12C] 

Canadian Broadcast Stations 

LIST OF CHANCES, PROPOSED CHANCES, AND CORRECTIONS IN ASSIGNMENTS 

October 30 1058. 

Notification under the provisions ol Part Ulr-section 2 of the North Am- ricaa 
Regional Broadcasting Agreement. 

List of changes, proposed changes, and corrections in assignments of CanadUa 
broadcast stations modifying appendix containing assignments of Canadian broad¬ 
cast stations (Mimeograph 47214-3) attached to the recommendations of th* North 
American Regional Broadcasting Agreement Engineering Meeting. 
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Wot*: Inadvertently the notification for CHUB. Nnnaimo. British Oolumbm. wss drJcted 
In Change LUt No. 128. The notification ft>r CHUB on thia lUt. No. 120. u identic- 
that of list No. 119 and supplementary information notified at that time will up^T- 


Federal Communications Commission. 
[ 8CAL ] Mary Jane Morris. 

Secretary. 
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